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DEPARTMENT OF THE INTERIOR. 

General Land Office. 

[Circular No. 1438] 

Instructions Authorizino the Secretart of the Interior 
TO Issue Patents to States Under the Exchange Provi¬ 
sions OP Section 8 op the Taylor Grazing Act, as 
Amended, Subject to Prior Leases Issued Under Section 
15 OP the Act 

October 13, 1937. 

Registers, U, S, Land Offices, 

Sirs: The Act of Congress approved August 24. 1937 
(Public No. 346, 75th Congress), reads as follows: 

That the Secretary of the Interior In adjudicating State ex¬ 
changes, under section 8 of the Act of June 28, 1834 (48 Stat. 
1269), as amended by the Act of June 26, 1936 (49 Stat. 1976), 
involving lands embraced in outstanding leeises under section 15 
of said Act issued prior to the filing of the State exchange appU- 
catlon, is hereby authorized upon the request of any State to 
issue patent to the State, subject to such outstanding lease: 
Provided, That the United States shall not by reason of the 
Issuance of any such patents be required to accotmt to the 
State for any money due and coUected prior thereto as rent for 
any part of the then-current annual rental period except as is 
now provided by law. 

In accordance with the provisions of this Act. where a State 
application for exchange under the provisions of the Taylor 
Grazing Act approved June 28, 1934 (48 Stat. 1269), as 
amended by the Act of June 26, 1936 (49 Stat. 1976), is 
found to embrace lands included in an outstanding lease 
issued under Section 15 of said Act, before final action is 
taken by this office with a view to the Issuance of patent on 
such application, the State will be afforded an opportunity to 
request the issuance of patent for the land involved subject 
to such outstanding lease, and upon receipt of such a request 
by the State, further action will be taken with a view to the 
issuance of patent, should no objection appear of record. 

Accordingly, any application for lease, or for the renewal 
of a lease, under Section 15 of the Grazing Act, found to be 
in confiict with a pending State application imder Section 8 
of the Act, will be suspended and held in this office awaiting 
final action on the State’s application. 

When an application by the State has been approved for 
patenting, any such conflicting application for lease, or for 
the renewal of a lease, will be finally rejected and the case 
closed by this office. Should the State’s application be finally 
rejected, the application for lease, or for renewal of a lease, 
will be considered upon its merits. 

In accordance with th6 proviso to said Act of August 24, 
1937, in cases where the United States has, prior to the 
Issuance of such a patent, received pajments for an un¬ 
expired portion of the then current annual rental period, no 
payment other than that provided for by Section 10 of the 


Grazing Act. as amended, will be required to be made to the 
State by the United States. 

Very respectfully, 

ANTOiNErrE Punk, 

Acting Commissioner, 

Approved. October 13, 1937. 

Oscar L. Chapman, 

Assistant Secretary, 

IP. R, Doc. 87-3313: PUed, November 13.1937; 9:29 a. m.] 


National Bituminous C^al (commission. 

lOrder No. 64] 

An Order Providing for a Hearing to Determine the 
Nature and Extent of Intrastate Commerce in Bituminous 
Coal in the State of Missouri and the Effect of Such 
Commerce Upon Interstate Commerce in Such Coal, To Be 
Held at Kansas Crrr, Missouri, on November 29, 1937, 
Before an Examiner, and Notice 'Thereof 

Pursuant to act of Congress entitled “An Act to regulate 
interstate commerce in bituminous coal, and for other pur¬ 
poses” (Public. No. 48. 75th Cong., 1st Sess.), known as the 
Bituminous Coal Act of 1937, the National Bituminous Coal 
Commission, upon being advised that substantially all trans¬ 
actions in bituminous coal in intrastate commerce within 
the State of Missouri directly affect interstate commerce in 
such coal and will cause undue and unreasonable advantage, 
preference or prejudice as between such commerce m 
Missouri on the one hand and interstate commerce in such 
coal on the other hand as such interstate commerce is pro¬ 
vided to be regulated by the Bituminous Coal Act of 1937, 
and that a hearing to determine the effect of intrastate 
transactions in bituminous coal upon interstate transactions 
in bituminous coal in the State of Missouri would be desir¬ 
able. and upon investigation hereby orders: 

1. That on November 29. 1937, commencing at the hour of 
ten (10) o’clock A. M., at the Hearing Room of the Com¬ 
mission in the Hotel Kansas Citlan, Kansas City, Missouri, 
a public hearing will be held to determine the nature and 
extent of intrastate commerce in bituminous coal in the 
State of Missouri, and the effect of such commerce upon 
interstate commerce In such coal and to determine what, if 
any, undue or unreasonable advantage, preference or preju¬ 
dice, will exist between localities in Missouri in such 
commerce on the one hand and interstate commerce as 
regulated by the Bituminous Coal Act of 1937 on the other 
hand and what, if any, imdue, unreasonable or unjust dls-< 
criminations against interstate commerce in coal have oc- 
ciured or will occur under the administration of Section 4 
of said Act to the end that the Commission may, after hear- 
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Ing. take such action as is necessary to give effect to the 
Bituminous Coal Code and to the provisions of Section 4-A 
of said Act. 

2. That said hearing will be conducted by an Examiner 
designated by the Commission. 

3. That interested parties may appear and present evi¬ 
dence at such hearing. 

4. That any producer believing that particular transactions 
in intrastate commerce in bituminous coal are not subject 
to the provisions of the first paragraph of Section 4-A will, 
subsequent to the final order of the Commission in the pro¬ 
ceeding herein noticed, be afforded full opportunity to file 
an application for exemption as provided in said section, upon 
which application a hearing will thereafter be held by the 
Commission upon proper notice given. 

5. That failure of any producer to appear and present 
evidence at the hearing herein noticed to be held in Kansas 
City, Missouri, on November 29, 1937, will not prejudice the 
case of any producer to be heard upon such application. 

6. That the Secretary of the Commission shall forthwith 
mail a copy of this notice to the Consumers* Counsel, to each 
known producer of bituminous coal in the State of Missouri, 
and to the secretaries of all of the District Boards, and shall 
cause to be published at the expense of the Commission copy 
of this order and notice for three (3) days in newspapers of 
general circulation in the counties of Missouri in which 
bituminous coal is produced. 

By order of the Commission. 

Dated this 11th day of November, 1937. 

[SEALl P. Witcher McCullough, Secretary, 

(P. R. Doc. 37-3322; FUed, November 15,1937; 12:42 p. m.) 


lOrder No. 65) 

An Order Determining the Weighted Average of the Total 

Costs of the Tonnage for Minimum Price Area No. 3 

Pursuant to Act of Congress entitled “An Act to regulate 
interstate commerce in bituminous coal, and for other pur¬ 
poses** (Public, No. 48, 75th Cong., 1st Sess.), known as the 
Bituminous Coal Act of 1937, the National Bituminous Coal 
Commission, upon consideration of the determination of the 
District Board for District No. 13, which with the exception 
of Van Buren, Warren and McMinn Counties in Tennessee, 
constitutes Minimiun Price Area No. 3, as defined in the 
Act, of the weighted average of the total costs of the ascer¬ 
tainable tonnage produced in Minimum Price Area No. 3, in 
the calendar year 1936, adjusted as required by the Act, 
together with all computations upon which said determina¬ 
tions were based, as filed with the Commission pursuant to 
Order No. 56 of the Commission, dated October 13, 1987,‘ 
and in accordance with Section 4, Part H, subsection (a) of 
the Act, and upon consideration of the report of its Division 
of Statistics upon said determination, hereby orders and 
directs: 

1. That the weighted average of the total costs of the 
tonnage for Minimum Price Area No. 3 in the calendar year 
1936, adjusted as required by the Act, be and it Is hereby 
determined to be the sum of two dollars and fifty-five cents 
($2.55), per net ton. 


>2 F. R. 2573 (DI). 
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2. That the weighted average figures of total costs deter¬ 
mined herein shall be available for inspection by the public 
at the office of the Secretary of the Commission, and the 
Statistical Bureau of the Commission in Price Area No. 3. 

The Secretary of the Commission shall forthwith mail a 
copy of this order to the Consumers’ Counsel, to the Secre¬ 
tary of District Board No. 13, and publish a copy of this order 
in the Federal Register. 

By order of the Commission. 

Dated this 13th day of November, 1937. 

[sealI P. Witcher McCullough, Secretary. 

IF. R. Doc. 37-3323; PUed, November 15.1937; 12:42 p. m.j 


lOrder No. 66] 

An Order Determining the Weighted Average op the Total 

Costs of the Tonnage for Minimum Price Area No. 4 

Pursuant to Act of Congress entitled “An Act to regulate 
Interstate commerce in bituminous coal, and for other pur¬ 
poses” (Public, No. 48, 75th Cong., 1st Sess.), known as 
the Bituminous Coal Act of 1937. the National Bituminous 
Coal Commission, upon consideration of the determination 
of the District Board for District No. 14, constituting Mini¬ 
mum Price Area No. 4, as defined in the Act, of the weighted 
average of the total costs of the ascertainable tonnage pro¬ 
duced in District No. 14 in the calendar year 1936, adjusted 
as required by the Act, together with all computations upon 
which said determination was based, as filed with the Com¬ 
mission pursuant to Order No. 56 of the Commission, dated 
October 13, 1937,* and in accordance with Section 4, Part 
n, subsection (a) of the Act, and upon consideration of the 
report of its Division of Statistics upon said determination, 
hereby orders and directs: 

1. That the weighted average of the total costs of the ton¬ 
nage for Minimum Price Area No. 4 in the calendar year 
1936, adjusted as required by the Act, be and it is hereby 
determined to be the sum of Three Dollars and Fifty-nine 
Cents ($3.59), per net ton. 

2. That the weighted average figures of total costs de¬ 
termined herein shall be available for inspection by the 
public at the office of the Secretary of the Commission and 
the statistical bureau of the Commission in Price Area 
No. 4. 

The Secretary of the Commission shall forthwith mail a 
copy of this order to the Consumers’ Counsel, to the Sec¬ 
retary of District Board No. 14, and publish a copy of this 
order in the Federal Register. 

By order of the Commission. 

Dated this 13th day of November, 1937. 

[seal] F. Witcher McCullough. Secretary. 

. IP. R. Doc. 37-3324; PUed. November 15.1937; 12:42 p. m.J 


[Order No. 67] 

An Order Determining the Weighted Average of the Total 
Costs of the Tonnage for Minimum Price Area No. 5 

Pursuant to Act of Congress entitled “An Act to regulate 
interstate commerce in bituminous coal, and for other pur¬ 
poses” (Public. No. 48. 75th Cong., 1st Sess.), known as the 
Bituminous Coal Act of 1937, the National Bituminous Coal 
Commission, upon consideration of the determination of the 
District Board for District No. 15. constituting Minimum 
Price Area No. 5. as defined in the Act. of the weighted aver¬ 
age of the total costs of the ascertainable tonnage produced in 
District No. 15 in the calendar year 1936. adjusted as required 
by the Act. together with all computations upon which said 
determination was based, as filed with the Commission pursu¬ 
ant to Order No. 56 of the Commission, dated October 13, 
1937.‘ and in accordance with Section 4, Part n, subsection 


(a) of the Act, and upon consideration of the report of its 
Division of Statistics upon said determination, hereby orders 
and directs: 

1. That the weighted average of the total costs of the 
tonnage for Minimum Price Area No. 5, in the calendar year 
1936, adjusted as required by the Act, be and it is hereby 
determined to be the sum of Two Dollars and Two Cents 
($2.02). per net ton. 

2. 'That the weighted average figures of total costs deter¬ 
mined herein shall be available for inspection by the public 
at the office of the Secretary of the Commission and the 
Statistical Bureau of the Commission in Price Area No. 5. 

'The Secretary of the Commission shall forthwith mail a 
copy of this order to the Consumers’ Counsel, to the Secre¬ 
tary of District Board No. 15. and publish a copy of this 
order in the Federal Register. 

By order of the Commission. 

Dated this 13th day of November. 1937. 

[seal] F. Witcher McCullough, Secretary. 

[P. R. Doc. 37-3325; Piled, November 15,1937; 12:42 p. m.] 


[Order No. 68] 

An Order Determining the Weighted Average of the Total 
Costs of the Tonnage for Minimum Price Area No. 6 

Pursuant to Act of Congress entitled “An Act to regulate 
Interstate commerce in bituminous coal, and for other pur¬ 
poses” (Public No. 48, 75th Cong., 1st Sess.), known as the 
Bituminous Coal Act of 1937, the National Bituminous Coal 
Commission, upon consideration of the determinations of 
the District Boards for Districts No. 16. No. 17. and No. 18. 
constituting Minimum Price Area No. 6. as defined in the Act. 
of the weighted averages of the total costs of the ascertain¬ 
able tonnages produced in their respective districts in the 
calendar year 1936, adjusted os required by the Act. together 
with all computations upon which said determinations were 
based, as filed with the Commission pursuant to Order No. 
56 of the Commission, dated October 13, 1937,‘ and in accord¬ 
ance with Section 4. Part n. subsection (a) of the Act, and 
upon consideration of the report of its Division of Statistics 
upon said determinations, hereby orders and directs: 

1. That the weighted average of the total costs of the 
tonnage for Minimum Price Area No. 6 in the calendar year 
1936, adjusted as required by the Act. be and it is hereby 
determined to be the sum of two dollars and seventy-four 
cents ($2.74), per net ton. 

2. That the weighted average figures of total costs deter¬ 
mined herein shall be available for inspection by the public 
at the office of the Secretary of the Commission and the 
several statistical bureaus of the Commission in Price Area 
No. 6. 

The Secretary of the Commission shall forthwith mall a 
copy of this order to the Consumers' Counsel, to the Secre¬ 
taries of the respective District Boards within Minimum 
Price Area No. 6. and publish a copy of this order in the 
Federal Register. 

By order of the Commission. 

Dated this 13th day of November, 1937. 

[seal] F. Witcher McCullough, Secretary. 

[P. R. Doc. 37-3326; PUed, November 15,1937; 12:43 p. m.1 


[Order No. 69) 

An Order Determining the Weighted Average of the Total 
Costs op the Tonnage for Minimum Price Area No. 7 

Pursuant to Act of Congress entitled “An Act to regulate 
interstate commerce in bituminous coal, and for other pur¬ 
poses” (Public. No. 48. 75th Cong.. 1st Sess.), known as the 
Bituminous Coal Act of 1937, the National Bituminous Coal 
Commission, upon consideration of the determinations of the 


*2 P. R. 2573 (Dl). 


>2 P. R. 2573 (DI). 
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District Boards for Districts No. 19 and No. 20, constituting 
Minimum Price Area No. 7. as defined in the Act, of the 
weighted averages of the total costs of the ascertainable ton¬ 
nages produced in their respective districts in the calendar 
year 1936, adjusted as required by the Act. together with all 
computations upon which said determinations were based, 
as filed with the Commission pursuant to Order No. 56 of 
the Commission, dated October 13. 1937,' and In accordance 
with Section 4, Part n. subsection (a) of the Act, and upon 
consideration of the report of its Division of Statistics upon 
said determinations, hereby orders and directs: 

1. That the weighted averages of the total costs of the ton¬ 
nage for Minimum Price Area No. 7 in the Calendar year 
1936, adjusted as required by the Act, be and it is hereby 
determined to be the sum of Two Dollars and Forty-six Cents 
($2.46), per net ton. 

2. That the weighted average figures of total costs deter¬ 
mined herein shall be available for inspection by the public 
at the ofBce of the Secretary of the Commission and the 
Statistical Bureaus of the Commission in Price Area No. 7. 

The Secretary of the Commission shall forthwith mail a 
copy of this order to the Consumers* Counsel, to the Secre¬ 
taries of the respective District Boards within Minimum Price 
Area No. 7, and publish a copy of this order in the Federal 
Register. 

By order of the Commission. 

Dated this 13th day of November. 1937. 

[SEAL] F. Witcher McCullouch, Secretary, 

IP. R. Doc. 37-0327; Piled, November 16.1937; 12:43 p. m.) 


[Order No. 70] 

An Order Determining the Weighted Average of the Total 

Costs op the Tonnage for Minimum Price Area No. 9 

Pursuant to Act of Congress entitled “An Act to regulate 
interstate commerce in bituminous coal, and for other pur¬ 
poses** (Public. No. 48, 75th Cong., 1st Sess.). known as the 
Bituminous Coal Act of 1937, the National Bituminous Coal 
Commission, upon consideration of the determination of the 
District Board for District No. 22, constituting Minimum 
Price Area No. 9, as defined in the Act, of the weighted aver¬ 
age of the total costs of the ascertainable tonnage produced 
In District No. 22 in the calendar year 1936, adjusted as re¬ 
quired by the Act, together with all computations upon 
which said determination was based, as filed with the Com¬ 
mission pursuant to Order No. 56 of the Commission, dated 
October 13. 1937,' and in accordance with Section 4, Part EC. 
subsection (a) of the Act. and upon consideration of the 
report of its Division of Statistics upon said determination, 
hereby orders and directs: 

1. That the weighted average of the total costs of the 
tonnage for Minimum Price Area No. 9 in the calendar year 
1936, adjusted as required by the Act, be and it is hereby 
determined to be the sum of *rwo Dollars and Eleven Cents 
($2.11), per net ton. 

2. That the weighted average figures of total cost deter¬ 
mined herein shall be available for inspection by the public 
at the office of the Secretary of the Commission and the 
statistical bureau of the Commission in Price Area No. 9. 

*rhe Secretary of the Commission shall forthwith mail a 
copy of this order to the Consumers* Counsel, to the Secretary 
of District Board No. 22, and publish a copy of this order in 
the Federal Register. 

By order of the Commission. 

Dated this 13th day of November, 1937. 

I seal] F. Witcher McCullough, Secretary, 

IP.R. Doc. 37-3328; Piled.November 16.1937; 12:43 p.m.] 


[Order No. 71J 

An Order Determining the Weighted Average of the Total 

Costs of the Tonnage for Minimum Price Area No. 10 

Pursuant to Act of Confess entitled “An Act to regulate 
interstate commerce in bituminous coal, and for other pur¬ 
poses** (Public. No. 48, 75th Cong., 1st Sess.), known as the 
Bituminous Coal Act of 1937, the National Bituminous Coal 
Commission, upon consideration of the determination of the 
District Board for District No. 23, constituting Minimum 
Price Area No. 10, as defined in the Act, of the weighted 
average of the total costs of the ascertainable tonnage pro¬ 
duced in District No. 23, in the calendar year 1936, adjusted 
as required by the Act, together with all computations upon 
which said determination was based, as filed with the Com¬ 
mission pursuant to Order No. 56 of the Commission, dated 
October 13. 1937,' and in accordance with Section 4, Part II, 
subsection (a) of the Act, and upon consideration of the 
report of its Division of Statistics upon said determination, 
hereby orders and directs: 

1. That the weighted average of the total costs of the ton¬ 
nage for Minimum Price Area No. 10 in the calendar year 
1936, adjusted as required by the Act. be and it is hereby 
determined to be the sum of 'Three Dollars and Forty-Five 
Cents ($3.45), per net ton. 

2. 'That the weighted average figures of total costs deter¬ 
mined herein shall be available for Inspection by the public 
at the office of the Secretary of the Commission and the 
statistical bureau of the Commission in Price Area No. 10. 

The Secretary of the Commission shall forthwith mail a 
copy of this order to the Consumers* Counsel, to the Secre¬ 
tary of District Board No. 23, and publish a copy of this 
order in the Federal Register. 

By Order of the Commission. 

Dated this 13th day of November, 1937. 

[SEAL] F. Witcher McCullough, Secretary, 

[P. R. Doc 37-3329; Filed, November 15,1937; 12:44 p. m.] 


DEPARTMENT OF AGRICULTURE. 

Bureau of Animal Industry. 

Notice Under Act to Regulate Interstate and Foreign 
Commerce in Livestock, Etc. 

November 12, 1937. 

To the Muskingum Livestock Market, Inc., 

Stockyard owner, at Zanesville, Ohio, 

Whereas Section 301 of Title III of an Act of Congress 
entitled “An Act to regulate interstate and foreign commerce 
in livestock, livestock products, dairy products, poultry, poul¬ 
try products, and eggs, and for other purposes’*, approved 
August 15, 1921, provides in part that, when used in said Act, 
the term “stockyard owner** means any person engaged in 
the business of conducting or operating a stockyard; and 
Section 302 of said Act provides as follows: 

(a) When used In this title the term “stockyard’* means any 
place, establishment, or facility commonly known as stockyards, 
conducted or operated for compensation or profit as a public 
market, consisting of pens, or other Inclosures, and their appur¬ 
tenances, In which live cattle, sheep, swine, horses, mules, or goats 
are received, held, or kept for sale or shipment in commerce. This 
title shaU not apply to a stockyard of which the area normally 
available for handling livestock, exclusive of runs, alleys, or 
passage ways. Is less than twenty thousand square feet. 

(b) The Secretary shall from time to time ascertain, after such 
Inquiry as he deems necessary, the stockyards which come within 
the foregoing definition, and shall give notice thereof to the stock- 
yard owners concerned, and give public notice thereof by posting 
copies of such notice in the stockyard, and in such other manner as 
he may determine. After the giving of such notice to the stock- 
yard owner and to the public, the stockyard shaU remain subject 
to the provisions of this title untU like notice is given by the 


2 P. R. 2673 (DI). 


2 F. R. 2573 (DI). 
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Secretary that such stockyard no longer comes within the fore¬ 
going definition. 

Notice is hereby given that after inquiry it has been ascer¬ 
tained by me as Secretary of Agriculture of the United States 
that the stockyard known as The Muskingum Livestock Mar¬ 
ket, Inc., at Zanesville, State of Ohio, comes within the fore¬ 
going definition and is subject to the provisions of said Act. 

The attention of stockyard owners, market agencies, dealers 
and other persons concerned is directed to Sections 303 and 
306 and other pertinent provisions of said Act and the rules 
and regulations issued thereunder by the Secretary of Agri¬ 
culture. 

[seal] H. a. Wallace, 

Secretary of AgriciUture, 

IF. R. Doc. 37-3316; Piled, November 13.1937; 12:18 p. m.] 


DEPARTMENT OF COMMERCE. 

Bureau of Fisheries. 

Order Closing Certain Areas in Upper Mississippi Wild 
Life and Fish Refuge to Pishing 

By virtue of the authority in me vested by the Upper 
Mississippi River Wild Life and Pish Refuge Act of June 7. 
1924 (43 Stat. 650) and pursuant to Section (b) of Regula¬ 
tion 1-C of the Regulations for the Administration of the 
Upper Mississippi River Wild Life and Pish Refuge, set forth 
in United States Department of Agriculture Bureau of Bio¬ 
logical Survey Service and Regulatory Announcements issued 
in December 1934, it is hereby ordered that the following 
described areas in Clayton County, Iowa, be, and they hereby 
are, set aside for the propagation and distribution of fish 
by the Bureau of Fisheries, and the taking of fish or aquatic 
animal life of any kind from the said areas is prohibited 
from this the seventeenth day of November, 1937, on. 

Section 16, T. 92 N., R. 2 W.. 5th P. Af.. Lot 1 except the 
N. 100-ft. strip; Lots 2. 3. 4, 5, 6. 7. 8. 9. 10, and 11; Sublots 

1. 2. 3, 4, 5, 6. 7, 8, 9. 10, 11. 12, 13. 14. 15, 16, 17, 18, 19. 20, 
21, 22, 23. 24. 25. 26, 27. 28. 29, 30, 31, 32, 33. 34. 35, 36, 37, 
38, all in the EVz, 

Section 21, T. 92 N., R. 2 W.. 5th P. Af.. Lot 1. 

[seal] Daniel C. Roper, 

Secretary of Commerce, 

IP. R. Doc. 37-3314; PUed, November 13.1937; 11:35 a. m.] 


FEDERAL HOUSING ADMINISTRATION. 

IClrcular No. 3*] 

Rental Housing 

INSURANCE OP MORTGAGES 

Administrative Rules and Regulations Under Section 207, 
Title II of the National Housing Act 
Contents 

PABT I 

Scope of Operations Under Section 207; General Policy 

PART n 

A Large scale rental projects. 

Sec. I. Application and commitment. 

Sec. n. Eligible mortgages. 

Sec. Bl. Eligible mortgagors. 

Sec. IV. Regulation or restriction of mortgagors. 

Sec. V. miglble mortgagees. 

Sec. VI. Eligible properties. 

Sec. vn. TiUe. 

Sec. vm. Premiums. 


^Thls Circular covers In general terms the procedure Involved In 
the insurance of mortgages on housing projects imder Section 207 
of the National Housing Act and sets forth the Administrative Rules 
and Regulations governing such Insurance. Those contemplating 
the Initiation of such projects, or desiring further Information on 
the subject, should communicate directly, either by correspondence 
or In person, with the Rental Housing Division, Federal Housing 
Administration, Washington, D. C., or with the local F. H. A 
State or District Director. 


B. Small scale rental projects. 

Sec. I. Eligible mortgages. 

Sec. n. Rei^atlon or restriction of mortgages. 

Sec. in. 

C. Public hotislng projects. 

Sec. 1. Eligible mortgagors. 

Sec. II. Regulation or restriction. 

Sec. UI. Additional requirements. 

PART m 

Article I. Citation. 

Article n. Definitions. 

Article m. Premiums. 

Article rv. Acceptance for Insurance. 

Article V. Classification of mortgages. 

Article VI. Rights and duties of a mortgagee under the contract of 
insxirance. 

Article vn. Assignments. 

Article VIII. Vested rights. 

Article IX. Amendments. 

Article X. Effective date. 

PART IV 

Project Standards 
Part I 

SCOPE OP OPERATIONS UNDER SECTION 207 

1. The National Housing Act provides for the insurance of 
mortgages upon two general classes of property: 

(a) Properties consisting of one- to four-family dwellings. 
Rules and Regulations with respect thereto are set forth 
in FHA Form No. 2010, entitled Mutual Mortgage Insur¬ 
ance. and, with respect to activities of operative builders, 
in Circular No. 4. 

(b) Properties consisting of a larger number of family 
units either in one building or in a group of buildings. The 
Rules and Regulations set forth in this Circular apply to 
such properties. 

2. The general class of property described in the preceding 
subparagraph (b) is herein termed “rental housing” and is 
further subdivided into 

(a) Large Scale Rental Projects; 

(b) Small Scale Rental Projects; 

(c) Public Housing Projects; 

the requirements for each of which are set forth in Parts 
rr-A, n-B, and n-C, respectively, of this Circular (No. 3). 

3. The term “rental housing” includes housing the occu¬ 
pancy of which is permitted by the owner thereof in con¬ 
sideration of the payment of agreed monthly charges, 
whether or not by the terms of the agreement such pay¬ 
ment over a period of time will entitle the occupant to the 
ownership of the premises. Where the project involves a 
total of fifty (50) or more family units in detached struc¬ 
tures containing three (3) or more family units in each 
structure, the project must be submitted under Section 207 
and must meet the requirements outlined in this Circular 
(No. 3). Where the project involves a total of less than 
fifty (50) family units or consists of detached structures 
containing less than three (3) family units in each struc¬ 
ture, and it is Intended from time to time to deed individual 
parcels separately from the whole, the project may, at spon¬ 
sor’s election, be submitted either under the operative build¬ 
ers’ program (Circular No. 4) or under Section 207. 

GENERAL POLICY 

Among the purposes set forth in the preamble to the 
National Housing Act. the first is “to encourage improve¬ 
ment in housing standards and conditions.” In Section 
207, under the heading of “Low-Cost Housing Insurance”, 
the Act provides for the insurance of mortgages “covering 
property held by Federal or State instrumentalities, private 
limited dividend corporations, or municipal corporate instru¬ 
mentalities of one or more States, formed for the purpose 
of providing housing for persons of low income, which are 
regulated or restricted by law or by the Administrator as 
to rents, charges, capital structure, rate of return, or 
methods of operation.” 


I 
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Under these provisions of such Act the Federal Housing 
Administration seeks to obtain the widest possible usefulness 
for the facilities arising out of its power to insure mort¬ 
gages on low-cost housing projects. The projects themselves 
may be of different types such as the construction or rehabili¬ 
tation of an apartment building or groups of such buildings; 
detached single-family houses so arranged as to create a 
more or less self-contained neighborhood; a community of 
semi-detached or row houses; any combination of the types 
aforementioned. The essential consideration, whatever the 
t5Te of project, is that the housing shall be well planned and 
of sound construction; intended for rental at the lowest figure 
consistent with sound operation. 

The precise application of the phrase “for the purpose of 
providing housing for persons of low income” will be deter¬ 
mined by the Administrator with respect to each separate 
project submitted for insurance on the basis of the following 
general principles: 

(1) In a given community or neighborhood persons of low 
Income will be taken to mean persons whose incomes at the 
time a project is submitted are insufficient to permit, without 
sacrifice of other essentials of living or security, their occu¬ 
pancy of housing of adequate standards of sanitation, safety, 
and amenity which has been erected under conditions of 
financing, construction, and operation less favorable than 
those made possible by the National Housing Act. 

(2) If through the use of the mortgage insurance facilities 
of the National Housing Act, through the efficient planning, 
construction, and operation of a group of dwelling units, and 
through the control of rents, charges, capital structure, rate 
of return, and methods of operation of the mortgagor during 
the term of the insured mortgage, the cost of housing of the 
required standards can be so reduced as to fall within the 
means of such persons of low income, the Administrator will 
consider a proposal to erect such a group of dwellings as a 
low-cost housing project. 

(3) No project will be deemed to fall within this classifi¬ 
cation if it provides housing accommodations which are 
obviously in the luxury class or which are obliged to compete 
for tenancy by the offering of extraordinary facilities and 
services; nor will any project be approved for mortgage in¬ 
surance if the housing accommodations called for are so 
incompatible with the general character of the community 
or neighborhood as to impair the economic soundness of the 
imder taking. 

(4) When through the provision of new housing or other¬ 
wise, any low-income group can find in a given community 
or neighborhood a reasonable choice of accommodations of 
the required standard within a rental range which it can 
afford to pay. no additional housing for such group will be 
considered low-cost housing. 

(5) In cases where applications for mortgage insurance on 
low-cost housing projects are submitted by Federal or State 
Instrumentalities or municipal corporate instrumentalities 
which receive public grants, subsidies, or other advantages 
not available to private limited dividend corporations, the 
accommodations provided by such projects must be so de¬ 
signed and restricted as to occupancy that such projects 
may not be directly competitive with private operations. 

Two main types of financing may be accomplished under 
an Insured mortgage under Section 207 of the Act. Both 
types are alike in the requirement that the mortgagor—the 
sponsor of the project—^must be a definite legal entity en¬ 
dowed with full responsibility and possessed of the requisite 
degree of permanence and reliability to make the periodic 
payments on the debt. 

One type of transaction will be the execution to a single 
lending institution, which advances the entire amount bor¬ 
rowed, of a credit instrument or instruments secured by a 
so-called straight mortgage creating a first lien on the prop¬ 
erty. In such case the mortgage, together with the credit 
instrument or instruments secured thereby, will be held by 
the lending institution for its own use and benefit without 
the intervention of a trustee. 

The second method may consist of the execution by the 
mortgagor corporation of an indenture of trust to an appro- * 


prlate trustee providing for the issue and sale thereunder of 
bonds or other obligations. In such cases it will be required 
that the bonds be retired at or before maturity by means 
of sinking funds operating through purchase in the market or 
call by lot. 

In the case of low-cost housing projects sponsored by 
Federal. State, or municipal instrumentalities, opportunity Is 
afforded for the cooperation of public funds and private 
capital. Agencies of the Federal or of any State Government 
having funds available for low-cost housing and slum-clear¬ 
ance projects, may employ substantial sums in the form of 
grants or subsidies as the equity investment, and the re¬ 
mainder of the funds required for the project can be ad¬ 
vanced from private sources against an insured first mort¬ 
gage. 

Part n 

ADMINISTRATIVE RULES 

A, Large-Scale Rental Prctjects 
Section I. Application and Commitment 

1. Information required for preliminary examination of 
a Large Scale Rental project shall be submitted by the 
sponsors of such project through the local Federal Housing 
Administration State or District Director on FHA Form 
2013. No application will be considered unless the exhibits 
called for by that form are furnished. The submission of 
the Form 2013 will be deemed to be the applicant’s agree¬ 
ment to pay an amount computed at the rate of $3.00 per 
thousand of the original principal face amount of the mort¬ 
gage loan to be insured, on account of the costs of appraisal 
and examination during construction. Such amount shall 
be payable in two installments: 

(a) one-half (referred to as “commitment fee”) prior 
to the issuance of a conditional commitment, and 

(b) the remainder (referred to as “closing fee”) before 
the Administrator’s Contract of Mortgage Insurance shall 
issue. 

If the Administrator shall (1) refuse to issue a commitment 
or (2) issue a commitment unacceptable to the applicant be¬ 
cause it contains conditions not covered by the application, 
one-half of the commitment fee shall be returned to the 
applicant upon written request, if made within thirty (30) 
days from the date of such refusal or of such commitment, 
as the case may be. If after commitment an application to 
increase the amount of the insured mortgage is presented, a 
new commitment fee based upon the amount of such increase 
will be required to be paid at the time the application for 
such increase is filed. If the principal amount of the mort¬ 
gage finally insured by the Contract of Insurance is greater 
or less than the principal amount of the mortgage applied 
for, an adjustment will be made in the closing fee so that 
the aggregate amount of the commitment and closing fees 
shall equal $3.00 per thousand of the original principal face 
amount of the insured mortgage. If after insurance the 
amount of the insured mortgage is increased either by 
amendment or by the substitution of a new insured mort¬ 
gage, the fees herein provided for shall be based upon the 
amount of such increase. 

2. Upon the submission of a project, the Administration 
will examine such information and determine therefrom 
whether the project is eligible for insurance. In the event 
that a project is found to be eligible, the Administration will 
verify the representations of the sponsors, make such further 
examination, and require such further information from 
sponsors or such changes in the project as it may deem 
necessary. 

3. Upon payment of the commitment fee and if the proj¬ 
ect shall, in the opinion of the Administrator, be satisfactory, 
the Administrator will issue to sponsors his commitment to 
insure the proposed mortgage. No commitment shall be 
valid unless signed hy the Administrator or an his behalf 
by the Acting Administrator. The commitment will be con¬ 
ditioned upon special requirements applicable to the project 

' and upon full compliance satisfactory to the Administrator 
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with the reQulrements of these Rules and upon the submis¬ 
sion in final form within a time specified of all appropriate 
documents, drawings, plans, specifications, estimates, and 
other instruments evidencing such compliance. 

Section n. Eligible Mortgages 

1. The Administrator does not furnish mortgage forms 
for each project or for each Jurisdiction. The forms custo¬ 
marily used in any particular jurisdiction if so modified and 
amplified as to include the matters herein set forth, and if 
otherwise satisfactory to the Administrator, will be approved. 

2. In order to be eligible for insurance as a Large Scale 
Rental Mortgage under the provisions of this Part n-A a 
mortgage shall create a first lien securing a principal obli¬ 
gation not in excess of $10,000,000, and such part thereof 
as may be attributable to dwelling use shall not exceed 
$1,300 per room, depending upon the location of the project 
and local building costs and rental conditions. The prin¬ 
cipal obligation of such mortgage shall not exceed eighty 
per centum (80%) of the amount which the Administrator 
estimates will be the fair value of the property or project 
when completed. 

3. The mortgage must have a maturity satisfactory to the 
Administrator, depending upon the risk involved and the 
general character of the project, and shall contain amorti¬ 
zation or sinking-fund provisions satisfactory to the Admin¬ 
istrator. 

4. The mortgage shall provide for payments by the mort¬ 
gagor to the mortgagee on account of interest, principal, and 
mortgage insurance at intervals of not more than six (6) 
months. 

5. The mortgage shall bear interest at such rate, not ex¬ 
ceeding four and one-half per centum (4Vi%) per annum, 
as may be agreed upon between the mortgagor and the 
mortgagee. All charges made in connection with the mort¬ 
gage transaction shall be subject to the approval of the 
Administrator. 

6. The mortgage shall cover the entire property included 
in the rental housing project. Where the project consists 
wholly of single-family houses the mortgage may include 
appropriate provisions for the release from the lien thereof 
of any such house and the land upon which it is located 
in consideration of the pasmaent to the mortgagee, in reduc¬ 
tion of the principal of the mortgage, of an amoimt set forth 
in a schedule attached to and forming part of said mort¬ 
gage. Such mortgages shall provide that the released prop¬ 
erty be subject to deed restrictions, approved by the Admin- 
trator at the time of the insurance of the mortgage and 
providing to the properties remaining under the mortgage 
adequate protection against adverse influences. Where the 
mortgage does not contain such release provisions no prop¬ 
erty shall, except with the consent of the mortgagee and the 
Administrator, be released from the lien thereof so long as 
the mortgage insurance is in force. 

7. The mortgage shall contain a covenant against the crea¬ 
tion by the mortgagor of liens against the property inferior 
to the lien of the mortgage. 

8. The mortgage shall contain a covenant binding the 
mortgagor to keep the premises insured against fire and such 
other hazards as the Administrator may stipulate, in com¬ 
panies and in amounts satisfactory to the Administrator. 
Ihe policies evidencing such insurance shall include as one 
of the assiued the Administrator as his interest may appear, 
and shall have attached standard form mortgage clause 
making loss, if any, payable to the mortgagee. 

9. No mortgage shall be accepted for insurance unless the 

Administrator finds that the project with respect to which 
it is executed is economically sound. ^ 

10. The mortgage shall provide for parents by the 
mortgagor to the mortgagee on each interest payment date 
of an amount sufficient to accumulate in the hands of the 
mortgagee the next annual mortgage insurance premium 
passable by the mortgagee to the Administrator. Such pay¬ 
ments shall continue only so long as the contract of insur¬ 
ance shall remain in effect. The mortgage shall provide that 


upon the payment of the mortgage before maturity, the 
mortgagor shall pay the premium charge referred to in 
Article m. Paragraph 2 of the Regulations. 

11. All periodic payments to be made by the mortgagor to 
the mortgagee shall be added together and the aggregate 
amount thereof shall be paid by the mortgagor upon each 
periodic payment date in a single payment. The mortgagee 
shall apply the same to the following items in the order set 
forth: 

(a) premium charges under the contract of insimance; 
ih) at its discretion, to any sums due under the terms 
of the mortgage or the credit instrument which it secures. 
Any deficiency in the amount of any such aggregate 
periodic payment shall, unless made good by the mortgagor 
within any grace period stated in the mortage, constitute 
an event of default under the mortgage. 

Section m. Eligible Mortgagors 

1. In order to be eligible as a mortgagor of a Large Scale 
Rental Project such mortgEigor must be a private limited 
dividend corporation organized under the general business 
incorporation law of the state wherein the project is located, 
or under other authority, subject to the approval of the 
Administrator. 

2. Such mortgagor corporation (a) must have been formed 
for the purpose of providing housing for persons of low in¬ 
come as interpreted by the Administrator with respect to 
such project, in accordance with the general principles here¬ 
inbefore set forth, and (b) shall be regulated or restricted 
by law or by the Administrator as to rents, charges, capital 
structure, rate of return, and methods of operation as set 
forth in the following Section. It shall engskge in no business 
other than the construction and operation of a rental housing 
project or projects covered by an insured mortgage or mort¬ 
gages. Such regulation or restriction shall terminate at such 
time as the mortgage insurance contract Is no longer in effect. 

Section IV. Regulation or Restriction of Mortgagors 

The regulation or restriction of an eligible mortgagor of a 
Large Scale Rental Project shall be as set forth in the certifi¬ 
cate of incorporation, and shall embody, in substance, the 
requirements hereinafter mentioned. The regulation or 
restriction thus imposed will be made effective through the 
issuance of certain shares of special stock which will acquire 
majority voting rights in the event of default under the 
mortgage or violation of a provision of the certificate of 
incorporation, but only for a period coexistent with the dura¬ 
tion of such default or violation. Such special stock shall be 
held and all voting rights with respect thereto exercised by 
the Administrator or his nominee. When the contract of 
insurance shall have been terminated the shares of special 
stock shall be surrendered by the Administrator or such 
nominee. 

1. Rents and charges ,—Except as hereinafter provided, 

(a) No charge shall be made by the mortgagor corpora¬ 
tion for the accommodations offered by the project in 
excess of a rental schedule to be filed with the Administra¬ 
tor prior to the opening of the project for rental, which 
schedule shall be based upon a maximum average rental 
fixed prior to the insurance of the mortgage. Such schedule 
shall not thereafter be changed except upon application 
of the mortgagor corporation and the written approval of 
the Administrator. In establishing such maximum and in 
passing upon applications for changes, consideration will 
be given the following and similar factors: 

(1) Relation of the proposed rentals to those currently 
being paid in the given community by families for whom 
this type of housing is intended. 

(2) Average annual earnings of the families for whom 
the housing is intended. 

(3) Rental income necessary to maintain the economic 
soundness of the project. 

(b) The established maximum rental shall be the maxi¬ 
mum authorized charge against any tenant for the ac- 
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commodations offered exclusive of telephone, gas, electric, 
and refrigeration facilities. Changes in addition to such 
maximum rental may be made against a tenant for tele¬ 
phone, gas, electric, refrigeration, and other facilities 
and privileges furnished by the mortgagor, subject to the 
approval of the Administrator. 

(c) In the case of a project subject to a mortgage con¬ 
taining release clauses, all matters with respect to the 
release and all agreements between the mortgagor and 
its vendees with respect to the amount and terms of sale 
must first be approved by the Administrator. 

2. Capital structure ,— 

(a) In appraising a project for commitment the Ad¬ 
ministrator will value the contribution of the sponsors 
(which shall be in the form of unencumbered land, and 
such cash and services as the Administrator shall require) 
at an amount determined by him to represent its value 
as a component part of the project upon completion, and 
shall credit sponsors, for appraisal purposes, with the 
amoimt of equity so found. The sponsors shall satisfy the 
Administrator that the cash and services contributed as 
part of such equity shall, when added to the proceeds of 
the mortgage, be sufficient to cover all estimated costs of 
the project and to provide a cash reserve for contingencies, 
preopening expense, and other items during the construc¬ 
tion period. 

(b) Such number of shares of capital stock may be is¬ 
sued either with or without par value, as sponsors may deem 
appropriate, and such stock, together with such amount, if 
any, as may be carried on the books of the corporation as 
paid-in surplus, shall represent such equity. Additional 
stock may be authorized but the certificate of incorporation 
shall provide that it may not be issued except with the 
approval of the Administrator. No stock shall be redeemed 
or purchased by the corporation diulng the period in which 
the mortgage insurance is in force, except with the ap¬ 
proval of the Administrator. 

3. Rate of return. —No dividends shall be declared or paid 
by the corporation in any one dividend year in excess of an 
aggregate amount fixed by the Administrator at the time the 
mortgage is accepted for insurance. Such amount shall not 
exceed an amount equal to six per centum (6%) per annum 
of the equity as valued by the Administrator, but the Admin¬ 
istrator may permit an additional stated amount not in ex¬ 
cess of two per centum (2%) per annum payable out of sur¬ 
plus earnings of the corporation after provision for required 
reserves, provided that no such additional dividends shall be 
declared or paid unless the principal of the insured mortgage 
shall be prepaid in an amount at least equal to required in¬ 
terest and principal payments for the first amortization year. 

4. Methods of operation ,— 

(a) No compensation shall be paid by the corporation 
except for necessary services and except at such rate as is 
fair and reasonable in the locality for similar services, nor, 
except with the prior written approval of the Adminis¬ 
trator, shall any compensation be paid by the corporation 
to its officers, directors, or stockholders, or to any person 
or corporation for supervisory or managerial services, or 
to any employee in an amount in excess of eighteen hun¬ 
dred dollars ($1,800) per annum. No officer, director, 
stockholder, agent, or employee of the corporation shall 
in any manner become indebted to the corporation. 

(b) The corporation shall maintain its project, the 
grounds, buildings, and equipment appurtenant thereto, 
in good repair and In such condition as will preserve the 
health and safety of Its tenants. 

(c) Before the payment of any dividend by the corpo¬ 
ration reserves shall be accumulated and so replenished 
from time to time as to remain intact so long as the mort¬ 
gage insurance is in force. The amount and types of such 
reserves and the conditions under which they shall be 
accumulated, replenished, and used, shall be specified in 
the certificate of incorporation. 


(d) The corporation, its property, equipment, buildings, 
plans, offices, apparatus, devices, books, contracts, records, 
documents, and papers shall be subject to inspection and 
examination by the Administrator or his duly authorized 
agent at all reasonable times. 

(e) The books and accounts of the corporation shall be 
kept in accordance with the uniform ssrstem of accounting 
prescribed by the Administrator. The corporation shall 
file with the Administrator the following reports verified 
by the oath of such officer of the corporation as the Ad¬ 
ministrator may designate and in such form as prescribed 
by the Administrator: 

(1) monthly occupancy reports; 

(2) semi-annual reports to be filed within thirty (30) 
days after the end of each dividend period established 
in the certificate of incorporation; 

(3) annual reports prepared by a certified public ac¬ 
countant, to be filed within sixty (60) days after the end 
of each fiscal year; and 

(4) specific answers to questions upon which infor- 
maton is desired from time to time relative to the oper¬ 
ation and condition of the property and the status of 
the insured mortgage. 

5. Control of funds during construction, —^Punds involved 
in the construction of a project representing security for 
an insured mortgage loan shall be subject to the following 
restrictions; 

(a) Funds representing the required cash equity shall, 
as a condition precedent to the insurance of the mortgage, 
be placed in a special account with a depositary satisfac¬ 
tory to the Administrator and subject to withdrawal only 
upon written approval of the Administrator. Upon com¬ 
pletion of construction to the satisfaction of the Adminis¬ 
trator, any balance then remaining in such special ac¬ 
count shall be paid over to the general account of the cor¬ 
poration for the purpose of establishing its reserves. 

(b) No funds representing the proceeds of an insured 
mortgage shall be advanced except upon proper requisi¬ 
tion approved by the Administrator. 

(c) Assurance for the completion of the project must 
be approved by the Administrator prior to the insurance 
of the mortgage. The bond of a satisfactory surety com¬ 
pany, in the standard A. 1. A. form of construction bond 
and in an amount approved by the Administrator as suf¬ 
ficient to cover estimated disbursements under the con¬ 
struction contract for any two (2) month period, will be 
required, except that the Administrator may, depending 
upon the circumstances of each case, accept in lieu of such 
surety bond such alternate method of assuring completion 
as he may approve as adequate. 

Section V. Eligible Mortgagees 

1. The following are eligible for approval as mortgagees: 

(a) A chartered institution or other permanent organi¬ 
zation having succession. 

(b) The Federal or a State (jrovemment, or an agency, 
instrumentality, or subdivision thereof. 

(c) The holder or holders of a credit instrument or In¬ 
struments given in connection with a mortgage, acting by 
and through a trustee appointed pursuant to the terms of 
such mortgage. 

2. An eligible institution, organization, agency, or entity 
may become the mortgagee under an insured mortgage upon 
its approval as such at the time by the Administrator. 

3. In the event that bonds are to be issued as a part of 
the Insured mortgage transaction. %11 arrangements in respect 
to the ftsuance and sale of such bonds shall be subject to 
approval by the Administrator. 

Section VI. Eligible Properties 

1. In order for property to be eligible as the subject of an 
insured mortgage, such property must be held in fee simple, 
or under a lease for not less than ninety-nine (99) years 
which is renewable, or under a lease having not less than 
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fifty (50) years to run from the date the mortgage is in¬ 
sured. Such mortgage may also cover other property ap¬ 
proved by the Administrator. 

2. The property constituting security for the mortgage 
must be held by an eligible mortgagor as herein defined and 
must at the time the mortgage is accepted for insurance be 
free and clear of all liens other than that of such mortgage. 

3. At the time the mortgage is insmed: 

(o) There shall be located on the mortgaged property 
housing accommodations which shall conform to stand¬ 
ards satisfactory to the Administrator and may consist of 
a group of detached, semi-detached, or row houses, or 
multi-family dwellings; or 

(b) The mortgagor shall be obligated to construct and 
complete such housing accommodations thereon and shall 
have furnished such assurance of the performance of such 
obligation as the Administrator may require. 

Section vn. Title 

1. In order to be eligible for insurance, the Administrator 
must determine that marketable title to the mortgaged prop¬ 
erty is vested in the mortgagor as of the date the mortgage 
is acceped for insurance. Title to property covered by the 
mortgage will be examined by the Administrator, and if 
found to be eligible such finding shall be recited in the con¬ 
tract of insurance and shall inure to the benefit of the mort¬ 
gagee according to Par^aph 8 of Article VI of the Regu¬ 
lations. 

2. Upon acceptance of the mortgage for insurance, the 
mortgagee, without expense to the Administrator, shall fur¬ 
nish to the Administrator a policy of title insurance as 
provided in subparagraph (a) of this paragraph, or. if the 
mortgagee is unable to furnish such policy for reasons satis¬ 
factory to the Administrator, the mortgagee, without expense 
to the Administrator, shall furnish such evidence of title as 
provided in subparagraphs (b), (c). or id) of this para¬ 
graph, as the Administrator may require. 

(a) A policy of title insmrance with respect to such 
mortgage, issued by a company satisfactory to the Admin¬ 
istrator. Such policy shall comply with the '*L. I. C. 
Standard Mortgagee Form** or the *‘A. T. A. Standard 
Mortgagee Porm'\ or such other form as may be ap¬ 
proved by the Administrator and which offers substan¬ 
tially the same coverage under substantially the same 
conditions and stipulations; shall be payable to the mort¬ 
gagee and the Administrator as their respective interests 
may appear; and shall become an owner’s policy, run¬ 
ning to the mortgagee as owner upon the acquisition of 
property by the mortgagee in extinguishment of the debt 
through foreclosure or by other means as provided in 
Paragraph 5 (a) of Article VI of the Regulations, and to 
the Administrator as owner upon the acquisition of the 
property by him pursuant to the mortgage insurance 
contract. 

(b) An abstract of title satisfactory to the Adminis¬ 
trator, prepared by an abstract company or individual en¬ 
gaged in the business of preparing abstracts of title, ac¬ 
companied by a legal opinion satisfactory to the Admin¬ 
istrator, as to the quality of such title, signed by an at¬ 
torney at law experienced in the examination of titles. 

(c) A Torrens or similar title certificate. 

id) Evidence of title conforming to the standards of a 
supervising branch of the Government of the United 
States of America, or of any State or Territory thereof. 

If the title and title evidence are such as to be acceptable 
to prudent lending institutions and leading attorneys in the 
locality in which the property is situated, such title and title 
evidence will be satisfactory to the Admijalstrator. The Ad¬ 
ministrator will not object to the title by reason of the fol¬ 
lowing matters, provided they are not such as to impair 
the value of the property for insurance purposes, and pro- 
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vided they have been brought to his attention for consider¬ 
ation in fixing valuations; 

(a) customary easements for public utilities, party walls, 
drivewasrs, and other purposes, customary building or use 
restrictions for breach of which there is no reversion and 
which have not been violated to a material extent; 

(b) such restrictions when coupled with a reversionary 
clause, provided there has been no violation prior to the 
date of the deed to the Administrator; 

(c) slight encroachments by adjoining improvements; 

id) outstanding oil, water, or mineral rights, except 

those which include the right to sink wells or shafts on 
the subject property, withdraw the subjacent support, or 
otherwise impair the value of the property for residence 
purposes without payment of adequate damages. 

Section vm. Premiums 

The contract of insurance shall provide for the payment 
by the mortgagee to the Administrator of an annual mort¬ 
gage Insurance premium at the rate of one-half of one per 
centum of 1%) of the original principal face amount 
of the mortgage. 

B. STnall Scale Rental Projects 
Section I. Eligible Mortgages 

1. In order to be eligible for insurance under the provi¬ 
sions of this Part n-B, a mortgage shall not exceed a prin¬ 
cipal obligation of $200,000, and such part thereof as may bo 
attributable to dwelling use shall not exceed $1,300 per room, 
depending upon the location of the project and local building 
costs and rental conditions. The principal obligation of such 
mortgage shall not exceed eighty per centum (80%) of the 
amount which the Administrator estimates will be the fair 
value of the property or project when completed. 

2. The mortgage must be executed, upon a form approved 
by the Administrator for use in the jurisdiction in which the 
property covered by the mortgage is situated, by a mortgagor 
with the qualifications set forth in Section m of Part n-A 
of these Rules, and must be a first lien upon property that 
conforms with property standards prescribed by the Admin¬ 
istrator. 

3. The mortgage must have a maturity satisfactory to the 
Administrator, depending upon the risk Involved and the 
general character of the project. 

4. The mortgage may bear interest at such rate, not 
exceeding four and one-half per centum (4*/4%) per annum, 
as may be agreed upon between the mortgagor and the 
mortgagee. Interest shall be payable in monthly installments 
on the principal then outstanding. All charges made in con¬ 
nection with the mortgage transaction shall be subject to the 
approval of the Administrator. 

5. The mortgage must contain amortization or sinking fund 
provisions satisfactory to the Administrator requiring monthly 
payments by the mortgagor. Such amortization payments 
shall commence not less than twelve (12) months nor more 
than eighteen (18) months from the date of the mortgage. 
The sum of the principal and Interest payments in each month 
shall be substantially the same, except that prior to the re¬ 
quired commencement of amortization payments, payments 
of interest alone shall be made. The mortgage shall provide 
for monthly payments by the mortgagor to the mortgagee of 
an amount equal to one-twelfth (Vi 2 ) of the annual mort¬ 
gage insurance premium payable by the mortgagee to the 
Administrator. Such payments shall continue only so long 
as the contract of insurance shall remain in effect. 

6. The mortgagee may charge the mortgagor the amount 
of any fee paid by the mortgagee to the Administrator on ac¬ 
count of costs of appraisal and examination during construc¬ 
tion as required by these Rules. 

7. The provisions of Paragraphs 6 to 11, both Inclusive, of 
Section n of Part n-A of these Rules shall be applicable to 
Small Scale Rental Projects insured under this Part n-B. 
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Section IT. Regulation or Restriction of Mortgagors 

The regulation or restriction of an eligible mortgagor of a 
Small Scale Rental Project shall be embodied in a contract to 
be executed by the mortgagor and the Administrator prior to 
the execution of the contract of insurance, except that regu¬ 
lation or restriction of dividends and provisions for reserves 
shall be by means of provisions satisfactory to the Adminis¬ 
trator embodied in the certificate of incorporation of such 
mortgagor. 

The provisions of Paragraphs 1 (Rents and Charges), 2 
(Capital Structure). 3 (Rate of Return), 4 (Methods of 
Operation), and 5 (Control of Funds During Construction), 
of Section IV, Part II-A of these Rules, shall apply to mort¬ 
gagors of projects insured imder this Part II-B. 

Section HI 

The provisions of Section I (Application and Commit¬ 
ment), Section in (Eligible Mortgagors), Section V (Eligible 
Mortgagees), Section VI (Eligible Properties), Section vn 
(Title), and Section VTII (Premiums), of Part n-A of these 
Rules, shall apply to Small Scale Rental Mortgages insured 
under this Part II-B. 

Part II-C 

PUBLIC HOUSING PROJECTS 

Section I. Eligible Mortgagors 

In order to be eligible as a mortgagor under this Part II-C 
a mortgagor must be either— 

(a) a private limited dividend corporation organized 

under a State Housing Law; 

(b) a municipal corporate instrumentality of one or 

more States; 

(c) a State instrumentality; or 

(d) a Federal instrumentality. 

Section n. Regulation or Restriction 

Since an eligible mortgagor under this Part II-C will be 
regulated or restricted by law as to rents, charges, capital 
structure, rate of return, and methods of operation, the 
regulation or restriction thus imposed will ordinarily be 
deemed sufficient to insure the economic operation of such 
projects and to meet the requirements of Section 207 of the 
Act. The Administrator may in unusual cases, however, 
further regulate and restrict as the particular case may re¬ 
quire in such manner as may be agreed upon in advance by 
and between the mortgagor and the Administrator. 

Public housing authorities or other governmental instru¬ 
mentalities undertaking rental housing projects to be in¬ 
sured hereunder must have initial funds which may be con¬ 
sidered in lieu of the equity required of private corporations. 
Such funds (which may be in the form of government loans, 
grants, or subsidies, or in other, form) if sufficient in amount 
will be considered satisfactory provided they do not create 
a lien against the property prior to that of the insured 
mortgage. Liens inferior to the lien of the insured mortgage 
may be allowed against propei-ties insured xmder this Part. 

Section III 

Additional Requirements 

In the case of a Public Housing Project the Administrator , 
shall determine in each case the fee to be paid on account ’ 
of costs of appraisal and examination during construction. 
Such fee, however, shall not exceed $3.00 per thousand of 
the original principal face amount of the insured mortgage. 
Except as specifically modified by this Part, all of the appli¬ 
cable provisions of Parts II-A and n-B of these Rules, shall 
apply to mortgages on Public Housing Projects. 

Effective Date 

These Administrative Rules shall be effective as to all 
mortgages upon which insurance shall be issued on or after 
the date hereof. The Administrator with the consent of 
the mortgagor and the mortgagee may amend to conform to 


these Rules any contract of mortgage insurance issued prior 
to the date hereof. 

Issued at Washington. D. C., November 1, 1937. 

[seal] Stewart McDonald, 

Federal Housing Administrator^ 

Part HI 
regulations 
Article I 

These Regulations may be cited and referred to as ‘'Regu¬ 
lations of the Federal Housing Administrator for Rental 
Housing Insurance, revised November 1, 1937.” 

Article n. Definitions 

As used in these Regulations— 

1. The term “Administrator” means the Federal Housing 
Administrator. 

2. Tlie term “Act” means the National Housing Act, as 
amended. 

3. The term “mortgage” means such a first lien upon real 
estate and other property as is commonly given to secure 
advances on, or the unpaid purchase price of, real estate 
under the laws of the jurisdiction where the real estate is 
situated, together with the credit instrument or instruments, 
if any, secured thereby. 

4. The term “insured mortgage” means a mortgage ac¬ 
cepted by the Administrator for insurance. 

5. The term “mortgagor” means the original borrower 
under a mortgage and its successors and such of its assigns 
as are approved by the Administrator, 

6. The term “mortgagee” means the original lender under a 
mortgage and its successors and assigns. The original lender 
may be a single entity acting in its own behalf or consist of 
one or more entities acting by and through a trustee ap¬ 
pointed pursuant to the terms of the mortgage. 

7. The term “contract of insurance” means the endorse¬ 
ment of the Administrator upon the credit instrument or 
instruments given in connection with the insured mortgage, 
together with the written instrument duly executed by the 
Administrator and the mortgagee, setting forth the terms, 
conditions, and provisions of insurance, which terms, condi¬ 
tions, and provisions shall be subject to these Regulations. 

Article HI, Premiums 

1. The mortgagee shall pay to the Administrator the annual 
mortgage insurance premium established by the Adminis¬ 
trator as a part of the contract of Insurance in accordance 
with the Rules. The first such premium shall be paid on the 
date on which such insurance becomes effective, and the 
next and each succeeding premium shall be paid on the same 
date each year thereafter until the mortgage is paid in full, 
or the mortgaged property is acquired by the mortgagee and 
transferred to the Administrator as hereinafter set forth, or 
until the contract of insurance is otherwise terminated: Pro¬ 
vided, However, That in event the mortgagee, after giving 
notice of default to the Administrator in accordance with the 
provisions of Paragraph 5 of Article VI of these Regulations, 
shall be prevented from instituting foreclosure proceedings or 
prosecuting such proceedings for a period in excess of ninety 
(90) days by virtue of any mortgage moratorium or similar 
law for the relief of debtors, the premium charge during the 
period in which the mortgagee is so prevented exclusive of 
such 90-day period shall be one per centum (1%) of the 
initial annual premium charge imposed for the insurance of 
the mortgage. The mortgagee shall establish to the satis¬ 
faction of the Administrator that it was so prevented for a 
period coexistent with the period during which the benefit of 
the reduced premium charge is claimed and the determination 
of the Administrator as to the precise duration of such period 
shall be final and conclusive. 

2. In the event that the principal obligation of any mort¬ 
gage accepted for Insurance is paid in full prior to maturity, 
the mortgagee shall within thirty (30) days thereafter notify 
the Administrator of the date of prepayment and shall collect 
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from the mortgagor and pay to the Administrator a prepay¬ 
ment premium charge of one per centum (1%) of the origi¬ 
nal principal face amount of the prepaid mortgage, except 
that if at the time of such prepayment there is placed on 
the mortgaged property a new insured mortgage in an 
amount less than the original principal face amount of the 
prepaid mortgage, such prepayment premium shall be one 
per centum (1%) of the difference in such amounts. 

In no event shall the prepayment premium exceed the 
aggregate amount of premium charges which would have 
been payable if the mortgage had continued to be insured 
until maturity. 

No prepayment premium shall be collected by the mort¬ 
gagee in the following cases; 

(a) where at the time of such prepayment there is 
placed on the mortgaged property a new insured mort¬ 
gage for an amount equal to or greater than the original 
principal face amount of the prepaid mortgage; or 

(b) where the final maturity specified in the mortgage 
is accelerated solely by reason of partial prepayments made 
by the mortgagor which do not exceed in any one calendar 
year fifteen per centum (15%) of the ori^nal principal 
face amount of the mortgage; or 

(c) where the final maturity specified in the mortgage 
is accelerated solely by reason of payments to principal to 
compensate for (1) damage to the mortgaged property, or 
(2) a release of a part of such property if approved by the 
Administrator; or 

(d) where payment in full is made of a delinquent mort¬ 
gage on which foreclosure proceedings have been com¬ 
menced, or for the purpose of avoiding foreclosure, if the 
transaction is approved by the Administrator. 

Upon such •prepayment the contract of insiu^nce shall 
terminate. 

3. In the event that the Administrator terminates, under 
Paragraph 3 of Article VI, the Insurance as to the group to 
which the insured mortgage is assigned, the mortgagee shall 
pay to the Administrator an amount equal to that propor¬ 
tion of the annual insurance premium which would other¬ 
wise have been payable for the period between the date to 
which the premium has been paid and the maturity date of 
the mortgage. 

Article IV. Acceptance for Insurance 

1. Upon accepting a mortgage for insurance, the Adminis¬ 
trator and the mortgagee shall execute the contract of in¬ 
surance and the mortgage shall be an insured mortgage 
from the effective date of such contract. The Administrator 
shall also endorse the original credit instrument or instru¬ 
ments with a reference to such insurance contract. The 
Administrator and the mortgagee shall thereafter be bound 
by the contract of Insmance. subject to the provisions of 
these Regulations which shall form p£a*t of each such 
contract. 

Article V. Classification of Mortgages 

1. Mortgages accepted for insurance shall be so classified 
into groups that the mortgages in any group shall involve 
substantially similar risk characteristics and have similar 
maturity dates. 

2. Premium charges received for the insurance of any 
mortgage, the receipts derived from the property covered 
by the mortgage and claims assigned to the Administrator 
in connection therewith, and all earnings on the assets of the 
group account shall be credited to the account of the group 
to which the mortgage is assigned. 

3. The principal of, and interest paid or to be paid on, 
debentures Issued in exchange for any property, payments 
made or to be made to the mortgagee and mortgagor, and 
expenses incurred in the handling of the property originally 
covered by the mortgage and in collection of claims assigned 
to the Administrator in connection therewith, shall be 
charged to the account of the g^roup to which such mortgage 
is assigned. 


Article VI. Rights and Duties of a Mortgagee Under the 
Contract of Insurance 

1. Whenever the credit balance in the account of the 
group to which the insured mortgage has been assigned 
exceeds the remaining unpaid principal of the then out¬ 
standing mortgages assigned to such group by an amount 
equal to ten per centum (10%) of the tot^ premium pay¬ 
ments which have theretofore been credited to such account, 
the Administrator shall terminate the insurance as to that 
group of mortgages by paying to each of the mortgagees 
holding an outstanding mortgage assigned to such group a 
sum sufficient to pay off the unpaid principal of such mort¬ 
gage coming due after the date of such termination, the 
payment in each case being for the benefit and accoimt of 
the mortgagor. Such termination, however, shall not af¬ 
fect or impair any right or claim of a mortgagee arising 
from any default on the part of the mortgagor in complying 
with the terms, provisions, and covenants of the mortgage 
or other happening occurring prior to the date of such 
termination, and the mortgagee in such case upon comply¬ 
ing with the terms and provisions of the contract of insur¬ 
ance shall be entitled to receive debentures and a certificate 
of claim as provided in Paragraph 6 of this Article. 

2. The mortgagee shall accept such payment and apply 
it In satisfaction of the obligation of the mortgagor under 
the insured mortgage. If such payment is sufficient to satis¬ 
fy the obligation of the mortgagor under the mortgage in 
full, the mortgagee shall coincidentally deliver to the mort¬ 
gagor such instruments as may be necessary or proper to 
discharge the Insured mortgage. 

3. If the credit balance in the accoimt of the group to 
which the insured mortgage is assigned fails to exceed, at 
the beginning of the final year prior to the maturity date of 
the mortgages assigned to such group, the remaining un¬ 
paid principal of the then outstanding mortgages assigned 
to such group by an amount equal to ten per centum (10%) 
of the total premium payments which have theretofore been 
credited to such account, the Administrator shall terminate 
the insurance as to that group of mortgages (1) by trans¬ 
ferring to the general reinsurance account an amount equal 
to ten per centum (10%) of the total premium charges 
theretofore credited to such group account, and (2) by dis¬ 
tributing for the benefit and account of the mortgagors un¬ 
der the mortgages hereinafter mentioned the remainder of 
such credit balance. If any, pro rata to the mortgagees 
holding such then outstanding mortgages. Such termina¬ 
tion, however, shall not affect or impair any right or claim 
of a mortgagee arising from any default on the part of the 
mortgagor in complying with the terms, provisions, and 
covenants of the mortgage or other happening occurring 
prior to the date of such termination, and the mortgagee in 
such case upon complying with the terms and provisions 
of the contract of insurance shall be entitled to receive de¬ 
bentures and a certificate of claim as provided in Paragraph 
6 of this Article. 

4. If the mortgagor pays the Insured mortgage in full prior 
to its final maturity date, and pays to the mortgagee the 
premium charge provided for in Paragraph 2 of Article III 
hereof, the Administrator shall thereupon pay over to the 
mortgagor such share of the credit balance of the account 
of the group to which the insured mortgage has been as¬ 
signed as the Administrator shall determine to be equitable 
and not inconsistent with the preservation of the solvency 
of such account and of the Mutual Mortgage Insurance 
Fund, 

5. If the mortgagor fails to make any payment to the 
mortgagee required by the mortgage, or to perform any other 
covenant or obligation under the mortgage, and such failure 
continues for the period of grace, if any, set forth in the 
mortgage, the mortgage shall be considered in default, and 
the mortgagee, within the period set forth in the contract 
of insurance after the occurrence of a default arising on 
account of such failure to make any such payment or within 
the period set forth in the contract of insurance after the 
mortgagee shall have knowledge of the occurrence of a de- 









2882 


FEDERAL REGISTER, Tuesday^ November 16, 1937 


fault arising on account of such failure to perform any other 
covenant or obligation under the mortgage, shall give notice 
In writing to the Administrator of such default. At any 
time within the period set forth in the contract of insurance 
from the date of such notice, the mortgagee, at its election, 
shall either— 

(a) with, and subject to. the consent of the Adminis¬ 
trator, acquire by means other than foreclosure of the 
mortgage, possession of. and title to. the mortgaged prop¬ 
erty; or 

(b) institute proceedings for the foreclosure of the 
mortgage: Provided, That if the laws of the state in which 
the mortgaged property is situated do not permit the in¬ 
stitution of such proceedings within such period of time, 
the mortgagee shall institute such proceedings within 
thirty (30) days after the expiration of the time during 
which the institution of such proceedings is prohibited by 
such laws. 

Nothing contained in this Paragraph 5 shall be construed 
so as to prevent the mortgagee from taking action at a later 
date than herein specified, provided the Administrator so 
agrees in writing. 

The mortgagee shall promptly give notice in writing to the 
Administrator of the institution of foreclosure proceedings 
end shall exercise reasonable diligence in prosecuting such 
proceedings to completion. 

6. If the mortgagee has complied with the provisions of 
Paragraph 5 of this Article, and at any time within thirty 
(30) days (or such further time as may be allowed by the 
Administrator in writing) after acquiring title to and posses¬ 
sion of the mortgaged property in accordance with Para¬ 
graph 5 of this Article, tenders to the Administrator posses¬ 
sion of, and a deed containing a covenant which warrants 
against acts of the mortgagee and all claiming by. through, 
or under it conveying title satisfactory to the Administrator 
as provided in Paragraph 8 of this Article to, such property, 
free and clear of all liens and encumbrances which may have 
attached subsequent to the date on which the mortgage was 
accepted for insurance. Including all past due and unpaid 
ground rents, general taxes, or special assessments, and 
assigns (without recourse or warranty) any and all claims 
which it may have acquired in connection with the mort¬ 
gage transaction and as a result of the foreclosure pro¬ 
ceedings or other means by which it acquired such property, 
including any claim on account of title insiurance and fire, 
or other hazard insurance, the Administrator shall promptly 
accept conveyance of such property and such assignment, 
notwithstanding that the buildings or improvements thereon 
may be incomplete or may have been destroyed, damaged, or 
injured, in whole or in part, and shall deliver to the 
mortgagee— 

(a) Debentures of the Mutual Mortgage Insurance Fund 
as set forth in Section 204 (b) of the Act, bearing in¬ 
terest at the rate of three per centum (3%) per annum, 
and in a principal amount equal to the value of the mort¬ 
gage as defined in Section 204 (a) of the Act, to wit, the 
principal of the mortgage which is unpaid at the date of 
conveyance to the Administrator (exclusive of all siuns 
which might otherwise be credited to the mortgagor or 
deemed “paid" on accoimt of such principal through ac¬ 
quisition of the mortgaged property by foreclosure or other 
means as set forth in Paragraph 6 of this Article), plus 
all taxes, assessments, and water rents which are prior 
liens upon the mortgaged premises and premiums for in¬ 
surance against fire or other hazard paid by the mortgagee 
during the period between the date of default and the 
date of such conveyance and assignment to the Adminis¬ 
trator, and interest on such unpaid principal from the 
date foreclosure proceedings were instituted, or the prop¬ 
erty was otherwise acquired as provided in Paragraph 5 (a) 
of this Article, to the date of such conveyance at the rate 
of three per centum (3%) per annum, less any amount 
received on account of interest accrued on such unpaid 
principal between such dates; and 


(b) A certificate of claim in accordance with Section 
204 (c) of the Act. which shall become payable, if at all. 
upon the sale of the property covered by the Insured mort¬ 
gage In accordance with Section 204 (d) of the Act which 
provides as follows: “If the net amount realized from any 
property conveyed to the Administrator under this section 
and the claims assigned therewith, after deducting all ex¬ 
penses incurred by the Administrator in handling, dealing 
with, and disposing of such property and in collecting such 
claims, exceeds the face amount of the debentures Issued 
in exchange for the mortgage covering such property plus 
all interest paid on such debentures, such excess shall be 
divided as follows: 

(1) If such excess is greater than the total amount 
payable under the certificate of claim Issued in connec¬ 
tion with such property, the Administrator shall pay 
to the holder of such certificate the full amount so 
payable; and any excess remaining thereafter shall be 
paid to the mortgagor of such property. 

(2) If such excess is equal to or less than the total 
amount payable under such certificate of claim, the 
Administrator shall pay to the holder of such certificate 
the full amount of such excess. 

This certificate shall be for an amount which the Admin¬ 
istrator shall determine to be sufficient to pay costs of fore¬ 
closure, or such other proceedings, including reasonable at¬ 
torneys* fees, tmpaid Interest, and any other amounts due 
under the mortgage and not covered by the amount of the 
debentures. Each such certificate of claim shall provide 
that there shall accrue to the holder of such certificate 
with respect to the fact amount of such certificate an in¬ 
crement at the rate of three per centiim (3%) per annum. 

7. In the event that the mortgagee fails to comply with 
the provisions of Paragraphs 5 and 6 of this Article, then 
the contract of insurance shall thereupon terminate, and 
the mortgagor shall be entitled to receive a share of the 
credit balance of the account of the group to which the 
mortgage has been assigned, in such amount as the Admin¬ 
istrator shall determine to be equitable and not inconsistent 
with the preservation of the solvency of such account and 
of the Mutual Mortgage Insurance Fund. 

8. Title satisfactory to the Administrator within the mean¬ 
ing of Section 204 (a) of the Act will be a marketable title. 
Such marketable title as was determined to be vested in the 
mortgagor by the Administrator pursuant to Section vn of 
Part n-A of the Administrative Rules of the Federal Housing 
Administrator for Rental Housing Insurance, revised Novem¬ 
ber 1, 1937, as of the date the mortgage was accepted for in¬ 
surance. will be accepted as satisfactory under Section 204 (a) 
of the Act, for conveyance to the Administrator by deed as 
provided in Paragraph 6 of this Article, unless such title is 
impaired by any act or omission of the mortgagee or other 
event occurring subsequent to the date of the acceptance of 
the mortgage for insurance: Provided, That the Administrator 
will not object to the title because of mechanics* liens excepted 
from the title evidence, as unfiled at the date of the recording 
of the mortgage or of any advance thereunder, provided that 
advances under the mortgage are disbursed with the approval 
of the Administrator and that the cei'tification of a title in¬ 
surer or title attorney satisfactory to the Administrator be 
obtained to the effect that, as of the date of each advance, no 
lien appeared of record and the title policy or title opinion 
had been extended accordingly. 

9. The mortgagee, at the time a deed is tendered in accord¬ 
ance with Paragraph 6 of this Article, shall furnish without 
expense to the Administrator satisfactory evidence that such 
marketable title as was found by the Administrator to be 
vested in the mortgagor as of the date the mortgage was ac- 
ccped for insurance is not, at the time a deed is tendered as 
aforesaid, impaired by any act or omission of the mortgagee 
or other event occurring subsequent to the date the mort¬ 
gage was accepted for insurance. Such evidence may be a 
policy of title insurance issued by a company and in owner 
form satisfactory to the Administrator, and payable to the 
Administrator, and effective as of a date sub^uent to the 
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recording of the deed to the Administrator, or such evidence 
may be In form satisfactory to the Administrator as provided 
in subparagraphs (b), (c), or (d) of Section vn of Part II-A 
of the Administrative Rules. 

10. The Administrator will accept title from the mortgagee 
subject to building or use restrictions or reversionary clauses 
for the breach of such restrictions, if such restrictions have 
not been violated prior to the date of the deed to the 
Administrator, 

11. The mortgagee without cost or expense to the Adminis¬ 
trator shall, in default of the mortgagor, keep the mortgaged 
premises insured against fire and other hazard as provided in 
the mortgage. In the event the mortgagee fails to pay any 
premiums necessary to keep the mortgaged premises so in¬ 
sured and such failure shall continue for a period of time set 
forth in the contract of insurance after receipt of written 
notice of such failure from the Administrator to the mort¬ 
gagee, then the contract of insurance shall, at the election 
of the Administrator, thereuix>n terminate, and the mort¬ 
gagor shall be entitled to receive a share of the credit balance 
of the account of the group to which the mortgage has been 
assigned, in such amount as the Administrator shall de¬ 
termine to be equitable and not inconsistent with the preser¬ 
vation of the solvency of such account and of the Mutual 
Mortgage Insurance Fund. In the event a loss has occurred 
to the mortgaged property under any policy of fire or other 
hazard insurance and the amount of any funds received by 
the mortgagee in payment of such loss shall be sufficient to 
pay in full the entire mortgage Indebtedness, the said mort¬ 
gage shall, upon receipt of such funds by the mortgagee, be 
deemed paid and the contract of insurance made with the 
Administrator shall thereupon terminate. If, however, any 
funds so received shall be insufficient to pay such mortgage 
indebtedness in full, the mortgagee shall not exercise its 
option under the mortgage to use the proceeds of such insur¬ 
ance for the repairing, replacing, or rebuilding of such prem¬ 
ises or to apply such proceeds to the mortgage indebtedness 
without the prior written approval of the Administrator. If 
the Administrator shall fail to give his approval to the use 
or application of such funds for either of said purposes 
within fifteen (15) days after written request by the mort¬ 
gagee, the mortgagee may use or apply such funds for any of 
the purposes specified in the mortgage without the approval 
of the Administrator. 

Article vn. Assignments 

1. Bonds or other obligations issued in connection with 
an insured mortgage executed in the form of an indenture 
of trust providing for the issue and sale of such bonds or 
other obligations and appointing a trustee to act on behalf 
of the holders of such bonds or other obligations may be 
transferred as provided in the indenture of trust. 

2. An insured mortgage other than a mortgage executed 
in the form of an indenture of trust providing for the issue 
and sale of bonds or other obligations and appointing a 
trustee to act on behadf of the holders of such bonds or other 
obligations may be transferred to a transferee who may be 
a mortgagee previously approved by the Administrator or 
who may be approved at the time of such transfer as a 
mortgagee responsible and able to service such Insured 
mortgage. Upon, such approval and transfer the transferor 
shall be released from its obligations under the contract of 
insurance. 

3. The contract of insurance shall terminate with respect 
to mortgages described in Paragraph 2 of this Article upon 
the happening of either of the following events: 

(a) The acquisition of the insured mortgage by or the 
pledge thereof to any person, firm, or corporation, public 
or private, except as specifically provided in Paragraphs 
1 and 2 of this Article. 

(5) The disposal by a mortgagee of any partial interest 
in the insured mortgage by means of a declaration of 
trust or by a participation or trust certificate or by any 
other device except as specifically provided in Paragraph 
1 of this Article. 


Upon the termination of the insurance under this Para¬ 
graph 3 the mortgagor shall be entitled to receive a share 
of the credit balance of the account of the group to which 
the insured mortgage has been as.signed, in such amount 
as the Administrator shall determine to be equitable and 
not inconsistent with the preservation of the solvency of 
such account and of the Mutual Mortgage Insurance Fund. 

Article Vm. Vested Rights 

Neither the mortgagee nor the mortgagor shall have any 
vested right in the Mutual Mortgage Insurance Fund, and 
the determination by the Administrator as to the amount 
payable out of such fund to or for the benefit of the mort¬ 
gagee and mortgagor under these Regulations shall be final 
and conclusive as to all parties. 

Article tX. Amendments 

These Regulations may be amended by the Administrator 
at any time and from time to time, in whole or in part, 
but such amendment shall not affect the contract of insur¬ 
ance on any mortgage already insmed or any mortgage, or 
prospective mortgage on which the Administrator has made 
a commitment to insure. 

Article X. Effective Date 

These Administrative Regulations are effective as to all 
mortgages upon which insurance shall be issued on or after 
the date hereof. 

Issued at Washington D. C., November 1, 1937, 

[seal] Stewart McDonald, 

Federal Housing Administrator, 


Part IV 

PROJECT STANDARDS 

The National Housing Act requires the administrator to 
find that the project with respect to which a mortgage is 
to be executed is economically sound, as a prerequisite to his 
insurance of such mortgage. The following criteria will 
guide the Administrator in forming his opinion as to the 
economic soundness of any project: 

1. Community .— 

(a) A satisfactory economic background in general and 
specifically with reference to sources of employment for 
the population group for which the housing accommoda¬ 
tions are intended. 

(b) Existence of a need for dwellings meeting approved 
physical standards, and available for rent at prices within 
the limitations set forth elsewhere in the Rules and Regu¬ 
lations. and also within the rent paying capacity of the 
income group the project is designed to serve. 

(c) The financial condition and administration of the 
community, with particular reference to the possibility of 
excessive tax burdens or Increased tax rates; the proba¬ 
bility of future special assessments and the general tend¬ 
ency in the community with respect to the placing of 
further levies, and the relation of such added burdens to 
the sums likely to be available to meet them. 

2. The neighborhood .— 

id) Appropriate neighborhood zoning, or other regula¬ 
tion of land use; character and age of the neighborhood, 
its prospective trend of development, and conformity of 
the proposed improvement thereto; future of the neigh¬ 
borhood as infiuenced by present or prospective improve¬ 
ments external thereto; and by present or possible inhar¬ 
monious land uses within it. 

ib) Size of the proposed project as a factor in influ¬ 
encing neighborhood development and stabilizing, modi¬ 
fying. or reversing discernible trends; relation of the 
neighborhood and the project to community plans tend¬ 
ing to promote homogeneity of land use. permanent popu¬ 
lation betterments, and the rehabilitation of blighted or 
slum areas. 
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(c) Conformity of the project and Its prospective ten¬ 
ants to the needs and characteristics of predominant 
ethnic groups nearby; probable long term immunity of 
the neighborhood from adverse influences. 

id) Accessibility of the neighborhood to churches and 
to centers of emplosment, trade, education, and recrea¬ 
tion; adequacy and economy of public means of transit, 
and conformity of the project to local custom and habit as 
regards transportation. 

3. The site .— 

(a) Freedom from adjacent adverse influences either 
topographic, industrial, or psychological. 

(b) Adequate and acceptable local land planning, or 
possibility of modiflcations thereof. 

(c) Freedom from flood danger or other hazards; sat¬ 
isfactory and non-costly foundation conditions; the pres¬ 
ence nearby of all necessary utility connections; and topo¬ 
graphic adaptability, within the property lines, to the 
Intended use. 

id) General conformity of the proposed Improvement to 
the discernible real estate characteristics of the site, and 
to appropriate densities, rents, layouts, and type of struc¬ 
ture as indicated by these characteristics. 

4 . The buildings .— 

(a) Open within the project shall be so distributed 
as to avoid narrow courts and to assure adequate light 
and air, and a satisfactory outlook for all rooms. Net lot 
coverage must be kept to the minimum consistent with a 
sound project based on a reasonable land value. Den¬ 
sities should not ordinarily exceed eight (8) families per 
gross acre for free standing houses, flfteen (15) families 
per gross acre for grouped or row houses, and one hun¬ 
dred (100) families per gross acre for multiple family 
dwellings. 

ib) Buildings not over three stories in height are pre¬ 
ferred. and no walkup may exceed four stories. Elevators 
will be required for buildings of greater height which will 
be acceptable only if appropriate to the location. 

(c) Conformity of the l^d use, buildings and all ac¬ 
cessory features with the requirements of all applicable 
laws, ordinances, and regulations relating to the utilization 
of land and the safety and sanitation of buildings. 

id) Suitability of the type of construction to the gen¬ 
eral plan of housing proposed. (Generally, preference will 
be given to buildings promising slow depreciation and 
moderate maintenance costs.) 

ie) Economical layouts (high ratio of usable building 
area to gross building area; cross ventilation in a maxi¬ 
mum of the dwelling units; privacy of sleeping quartersi 
tmder maximum possible use of dwelling units; avoidance 
of narrow courts and shafts. 

if) Suitability of the buildings as quarters for families 
of average size. 

Layouts containing not less than three habitable rooms 
and one bathroom should be heavily predominant, but a 
small proportion of smaller units may be included. One 
of the habitable rooms shall have a floor area of not less 
than one hundred sixty (160) square feet; one a floor area 
of not less than one hundred (100) square feet; and one a 
floor area of not less than seventy (70) square feet; except 
that a kitchen may have a floor area of not less than flfty 
(50) square feet. Buildings of the corridor-type plan will 
ordinarily not be approved for mortgage insurance. 

5. Finance and operation .— 

(a) Relation of rental levels of the project to the exist¬ 
ing pattern of rentals in the community. 

ib) Adequacy of the estimation of costs of adminis¬ 
tration. operation, and maintenance in conformity with 
local prices and conditions. 

(c) Reasonableness of assumptions as to occupancy 
ratio in relation to a long-term expectancy. 

id) Possibility of accumulating a surplus in excess of 
dividend requirements after all expenses and the service of 
the mortgage. 


ie) Land valued to conform to the local pattern of land 
values and to a capitalized value as detennined by the 
residuals of gross Income available for such capitalization. 

if) Sufficiency of the cash and other equity in the 
project to provide for all improvement costs above the 
mortgage and to assure continuing interest in the project 
by the sponsors. 

ig) Provisions for a continuing and responsible man¬ 
agement organization. 

ih) Experience and responsibility of the proposed con¬ 
tractor. 

IF.B.Doc. 37-3315; PUed, November 13,1937; 12:12 p.m.] 


FEDERAL POWER COMMISSION. 

Commissioners: Clyde L. Seavey, Acting C:?halrman; Claude 
L. Draper, Basil Manly, John W. Scott. 

[Docket No. D. I.-131] 

In re Declaration of Intention op Platte Valley Pubuo 
Power and Irrigation District 

order setting date op further hearing; allowing 
intervention 

Upon declaration of intention flled January 5, 1934, and 
supplemented July 6, 1936, by Platte Valley Public Power 
and Irrigation District (hereinafter referred to as “declar¬ 
ant”) and the petition flled May 14. 1937, by The Central 
Nebraska Public Power and Irrigation District (hereinafter 
referred to as “petitioner”) requesting that it be allowed 
to intervene and present testimony in respect of the said 
declaration of intention: 

It appears: 

(1) That a copy of said petition to intervene was served 
on the declarant on May 15, 1937. 

(2) That on May 17, 1937, declarant, by telegram, chal¬ 
lenged the petitioner’s right to intervene and the allega¬ 
tions of the petition and requested opportunity to flle a 
formal pleading thereto; 

(3) That at the hearing on said declaration of intention 
held May 17, 1937, pursuant to Commission order of March 
23, 1937,^ after appropriate notice was duly given to the 
declarant, declarant failed to appear; 

(4) That petitioner introduced testimony at said hearing 
upon the understanding that the same would be stricken from 
the record if the petition of Intervention should be disallowed 
by the Commission, and the hearing was recessed subject 
to the further order of the Commission; 

(5) Itiat on May 17, 1937, the date of said hearing. Elm 
Creek Ditch Company, Gothenburg Ditch Ckjmpcmy, Daw¬ 
son County Irrigation Company, Thirty-mile Canal Com¬ 
pany, Cozad Ditch Company, Six-mile Canal Company, 
Southside Irrigation Company, and Kearney Mutual Irri¬ 
gation Company (hereinafter referred to as “protestants”), 
by telegram, Informed the Commission that they had con¬ 
tracts approved by the Federal Government for all of the 
water of Sutherland District (declarant’s project) for thirty 
years, and requested that they be afforded an opportunity 
to intervene in protection of their rights and that no order 
be made permitting intervention by other districts until they 
had been afforded an opportunity to object and to be heard; 
but said protestants were not otherwise represented at the 
hearing; 

(6) That on June 16, 1937, the Commission addressed a 
telegram to the declarant as follows: 

“Commission desires to afford you every reasonable op¬ 
portunity to be heard further in this matter consistent with 
closing record within thirty days. Do you still wish to be 
heard in answer and argument against allowing interven¬ 
tion of Central Nebraska, or to present rebuttal testimony? 
Or perhaps having examined record made at recent hearing 


* 2F.R.693 (DI), 
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you are content to rely upon record already made. Please 
wire reply 

(7) That on the same date the Commission addressed a 
telegram to the protestants informing them of the limited 
nature of the present proceeding and requesting that they 
reply by wire whether they still desired to intervene and 
be heard upon the single question then pending; but no 
further communication has been received either from the 
declarant or from the eight protestants; 

From the record herein the Commission finds: 

(1) That the project works of the petitioner and of the 
declarant are contiguous and complementary; the petitioner 
has such an interest as entitles it to intervene in the pro¬ 
ceedings on said declaration of intention, DI-131, and the 
testimony introduced by the petitioner should stand as a 
part of the record thereon; 

(2) That the protestants. after full opportunity, have not 
complied with the Commission’s Rules of Practice and 
Regulations governing filing of petitions of intervention and 
hence are not yet entitled to be permitted to intervene; 

The Conunission orders: 

(A) That the i>etitioner be and it hereby is allowed to 
intervene and the evidence introduced by it at said hearing 
is admitted as a part of the record in the proceedings on 
said declaration of intention; 

(B) That a further public hearing on the said declaration 
of intention and the said petition for intervention be held 
on December 8. 1937, at 10 a. m., in the hearing room of the 
Commission in the Hurley-Wrlght Building, 1800 Pennsyl¬ 
vania Avenue NW., Washington, D. C., for the following 
purposes, to wit: 

(1) To afford the declarant opportunity to offer such 
additional pertinent evidence as it may desire and particu¬ 
larly in rebuttal of the evidence given at the said hearing 
held may 17. 1937, on behalf of the petitioner, now the 
Intervenor, Central Nebraska Public Power and Irriga¬ 
tion District; 

(2) To afford opportunity to said protestants. Elm 
Creek Ditch Company, Gothenburg Ditch Company. Daw¬ 
son County Irrigation Company. Thirty-mile Canal Com¬ 
pany. Cozad Ditch Company. Six-mile Canal Company, 
Southside Irrigation Company, and Kearney Mutu^ Ir¬ 
rigation Company, to present their respective petitions for 
intervention with evidence in support thereof; 

(C) That the declarant and the petitioner (now the in¬ 
tervenor). as well as the eight protestants hereinbefore 
named as having requested an opportunity to intervene, be 
each notified by registered mail immediately (a copy of this 
order to be enclosed with each notice) that immediately 
following the adjournment of the further hearing to be held 
as aforesaid on December 8, 1937, the record on the said 
declaration of intention, the petition or petitions for inter¬ 
vention, and the hearings held thereon will be closed and 
the matter thereupon submitted to the Commission for its 
findings as provided by the Federal Power Act. 

Adopted by the Commission on November 9, 1937. 

[seal] Leon M. Fuquay. Secretary, 

IP. R. Doc. 37-3312; PileU, November 13.1937; 9:29 a. m.] 


INTERSTATE COMMERCE COMMISSION. 

At a session of the Interstate Commerce Commission. 
Division 4, held at its office in Washington, D. C., on the 
16th day of October, A. D. 1937. 

Order in the Matter op Annual Reports From Carriers by 
Pipe Line 

The subject of the requirement of annual reports from 
carriers by pipe line being imder consideration: 


It is ordered: 

1. That the order of this Commission dated November 6, 
1936,* * In the Matter of Annual Reports from Carriers by 
Pipe Line, is hereby annulled. 

2. That all Carriers by Pipe Line subject to the provisions 
of the Interstate Commerce Act be and they hereby are, 
required to file an annual report for the year ending De¬ 
cember 31, 1937, and for each succeeding year until further 
order, in accordance with Annual Report Form P (Carriers 
by Pipe Line), which is hereby approved and made a part of 
this order. 

It is further ordered. That the annual report shall be filed, 
in duplicate, in the Bureau of Statistics, Interstate Com¬ 
merce Commission, Washington, D. C., on or before March 
31, of the year following the one to which it relates. 

By the Commission, division 4. 

[seal] W. P. Bartel, Secretary. 

[P. R. Doc. 37-3317; Piled, November 15,1937; 12:14 p. m.1 


At a Session of the Interstate Commerce Commission, 
Division 4. held at its office in Washington, D. C., on the 20th 
day of October, A. D. 1937. ^ 

Order in the Matter of Annual Reports From Carriers 
BY Water 

The subject of the requirement of annual reports from 
carriers by water being under consideration: 

It is ordered: 

1. That the order of this Commission dated November 19. 
1936,* In the Matter of Annual Reports from Carriers by 
Water, is hereby annulled. 

2. That all Carriers by Water subject to the provisions of 
the Interstate Commerce Act be and they hereby are, re¬ 
quired to file an annual report for the year ending December 
31, 1937, and for each succeeding year until further order, in 
accordance with Annual Report Form K (Carriers by Water) 
which is hereby approved and made a part of this order. 

It is further ordered. That the annual report shall be filed, 
in duplicate, in the Bureau of Statistics. Interstate Com¬ 
merce Commission, Washington, D. C., on or before March 
31 of the year following the one to which it relates. 

By the Commission, division 4. 

[seal] W. P. Bartel, Secretary, 

IP. R. Doc. 37-3318; Piled, November 15,1937; 12:14 p. m.) 


At a session of the Interstate Commerce Commission, 
Division 4, held at its office in Washington, D. C., on the 
23rd day of October. A. D. 1937. 

Order in the Matter or Annual Reports From Lessors to 
Steam Railway Companies 

The subject of the requirement of annual reports from 
lessors to steam railway companies being under consid¬ 
eration: 

It is ordered: 

1. That the Order of this Commission dated January 7, 
1937,* In the Matter of Annual Reports from Lessors to Steam 
Railway Companies is hereby annulled. 

2. That all Lessors to steam railway companies subject 
to the provisions of the Interstate Commerce Act be, and 
they hereby are, required to file an annual report for the 
year ending December 31, 1937, and for each succeeding 
year until further order, in accordance with Annual Report 
Form E (Lessor Companies), which is hereby approved and 
made a part of this order. 


> 1 P. R. 2009. 

»1 P. R. 2044. 

*2 P. R. 83 (DI). 
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It is further crdered. That the annual report shall be filed, 
In duplicate, in the Bureau of Statistics. Interstate Com¬ 
merce Commission, Washington, D. C.. on or before March 
31, of the year following the one to which it relates. 

By the Commission, division 4. 

I seal! W. P. Bartel, Secretary. 

[F. R. Doc. 37-3319; PUed, November 16,1937; 12:14 p. m.) 


At a Session of the Interstate Commerce Commission, Divi¬ 
sion 4. held at its office in Washington, D. C., on the 28th day 
of October. A. D. 1937. 

In the Matter of Annual Reports from Electric Railways 

The subject of the requirement of annual reports from 
Electric Railway Companies being under consideration: 

It is ordered: 

1. That the order of this Commission dated November 19, 
1936,' in the matter of annual reports from Electric Railways, 
is hereby annulled. 

2. That all Electric Railway Companies subject to the pro¬ 
visions of the Interstate Commerce Act be. and they hereby 
are, required to file an annual report for the year ending De¬ 
cember 31, 1937, and for each succeeding year until further 
order, in accordance with Annual Report Form G. (Electric 
Railways). which is hereby approved and made a part of this 
order. 

It is further ordered. That the annual report shall be filed, 
in duplicate, in the Bureau of Statistics. Interstate Commerce 
Commission, Washington. D. C., on or before March 31 of the 
year following the one to which it relates. 

By the Commission, division 4. 

[seal] W. P. Bartel, Secretary. 

IP. R. Doc. 37-3320; Piled. November 15.1937; 12:14p.m.j 


At a General Session of the Interstate Commerce Commis¬ 
sion. held at its office in Washington, D. C.. on the 8th day of 
November, A. D. 1937. 

{Ex Parte No. 122] 

Order Relating to Cost Finding in Transportation Service 

It appearing. That the National Industrial Traffic League 
has requested this Commission to give consideration to the 
report entitled “Cost Finding in Railway Freight Service for 
Regulatory Purposes." issued by the Federal Coordinator of 
Transportation in June, 1936, which sets forth a plan for 
obtaining information necessary for the determination of 
railway costs, based upon the results of a study made under 
his direction in accordance with the provisions of Section 13 
of the Emergency Railroad Transportation Act, 1933; and 

It further appearing. That this Commission has before it 
proceedings in which the parties are endeavoring to deter¬ 
mine the costs of railway, highway, and waterway trans¬ 
portation; and 

It further appearing. That the Railroad Commission of 
Texas, through the Director of its Pipe Line Department, has 
asked for the cooperation of this Commission in the develop¬ 
ment of cost finding methods for transportation by pipe line; 
and 

It further appearing. That in cases before this Commis¬ 
sion the parties are presenting evidence as to transporta¬ 
tion costs Incurred within State boundaries, obtained by 
apportioning transportation system expenses to the various 
States served without uniformity in the methods used for 
such apportionments: 

It is ordered. That a proceeding of investigation and in¬ 
quiry be, and it is hereby, Instituted by this Commission 
on its own motion into and concerning cost finding in trans¬ 
portation service with a view to deteimining whether the 


Commission shall require all or any common and contract 
carriers subject to part I or part n of the Interstate Com¬ 
merce Act to file special or annual reports for cost finding 
purposes in accordance with the plan recommended by the 
Federal Coordinator of Transportation, and hereinbeforei 
referred to, or some other plan, and to prescribe such forms 
of accounts, records or memoranda, to be kept by all or 
any said carriers, as may be necessary or desirable in con¬ 
nection therewith. 

It is further ordered. That notice of this proceeding be 
given to such carriers and other interested parties by such 
means as the Commission may hereafter adopt and use for 
that purpose, including the posting of a notice in the office 
of the Commission’s Secretary. 

And it is further ordered. That this proceeding be as¬ 
signed for hearing at such time and place as the Commis¬ 
sion may hereafter direct. 

By the Commission, 

[seal] W. P. Bartel, Secretary. 

{F. R.Doc.37-3321; PUed,November 15,1937; 12:15p.m.] 


SECURITIES AND EXCHANGE COMMISSION. 

United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington, D. C., 
on the 15 day of November. A. D. 1937. 

(FUe No. 43-90] 

In the Matter of Southwestern Development Company 
notice of and order for hearing 

A declaration having been duly filed with this Commission, 
by Southwestern Development Company, a registered holding 
company, pursuant to Section 7 of the Public Utility Holding 
Company Act of 1935, in regard to the issuance and distribu¬ 
tion as a dividend to the common stockholders of the declar¬ 
ant of $2,040,300 of its own Unsecured 4% Promissory Notes, 
due July 1. 1943; 

It is ordered. That a hearing on such matter be held on 
December 1, 1937, at ten o’clock in the forenoon of that day 
at Room 1101 Securities and Exchange Building, 1778 Penn¬ 
sylvania Avenue NW.. Washington, D. C.; and 

Notice of such hearing is hereby given to said party and 
to any interested State, State commission. State securities 
commission, municipality, and any other political subdivi¬ 
sion of a State, and to any representative of interested con¬ 
sumers or security holders, and any other person whose par¬ 
ticipation in such proceeding may be in the public interest 
or for the protection of investors or consumers. It is re¬ 
quested that any person desiring to be heard or to be ad¬ 
mitted as a party to such proceeding shall file a notice to 
that effect with the Commission on or before November 20, 
1937. 

It is further ordered. That Charles S. Lobingier, an officer 
of the Commission, be and he hereby is designated to pre¬ 
side at such hearing, and authorized to adjourn said hear¬ 
ing from time to time, to administer oaths and afibrmatlons, 
subpena witnesses, compel their attendance, take evidence, 
and require the production of any books, papers, correspond¬ 
ence, memoranda, contracts, agreement^ or other records 
deemed relevant or material to the inquiry, and to perform 
all other duties in connection therewith authorized by law. 

Upon the completion of the taking of testimony in this 
matter, the officer conducting said hearing is directed to 
close the hearing and make his report to the Commission. 

By the Commission. 

[seal] Francis P. Brassor, Secretary. 

[P. R. Doc. 37-3330; PUed, November 15.1937; 12:44 p. m.] 


»1 P. R. 2044. 
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United States of America—Before the Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its ofiBce in the City of Washington, D. C., on 
the 11th day of November, A. D.. 1937. 

In^the Matter of the Autoline Oil Company Preferred 

Capital Stock, $10 Par Value Common Capital Stock, $10 

Par Value 

order to show cause and for hearing, designating officer 
and time and place for taking testimony 

Whereas The Autoline Oil Company, a corporation, is the 
issuer of Preferred Capital Stock, $10 Par Value, and Com¬ 
mon Capital Stock. $10 Par Value; and 

Whereas said The Autoline Oil Company registered such 
securities on the Baltimore Stock Exchange, by filing on or 
about June 27. 1935, an application with the said Exchange 
and with the Commission pursuant to Section 12 (b) of the 
Securities Exchange Act of 1934, as amended, and pursuant to 
Rule JBl, as amended, and Rule JB3. as amended, promul¬ 
gated by the Commission thereunder; and 

Whereas said Rule JBl, as amended, at the time said appli¬ 
cation was filed and at all subsequent times did and does re¬ 
quire such application to be filed on Form 10 for Corporations; 
and 

Whereas in accordance with the provisions of Form 10 for 
Corporations, and the Instructions and Rules and Regulations 
of the Commission supplemental thereto, as amended, as to 
the use of said Form 10 for Corporations, in effect both at 
the time said application was filed and at all subsequent 
times. Item 36 of said form did and does require that Sched¬ 
ules numbered I to IX, inclusive, in the form and manner 
prescribed by the Instruction Book for Form 10 for Corpora¬ 
tions be furnished where applicable and reference thereto 
made on the face of the balance sheet and profit and loss 
statement in appropriate places; and further. Item 36 of 
said form did and does require the registrant to submit finan¬ 
cial statements certified in accordance with and in the man¬ 
ner prescribed by the Instruction Book for Form 10 for Cor¬ 
porations; and Exhibit ‘3” did and does require copies of 
all indentures and amendments thereof relating to the au¬ 
thorized funded debt of the registrant, set forth in answer 
to Item 13 (a); and whereas Rule JB3, as amended, requires 
that every amendment to an application for registration 
pursuant to Rule JBl shall be filed with the Exchange and 
the Commission on Form 8; and 

Whereas said The Autoline Oil Company has failed to 
comply with the provisions of said Section 12 (b) of said 
Securities Exchange Act. as amended, with the provisions 
of said Rule JBl. as amended, said Rule JB3. as amended, 
and with the provisions of said Form 10 for Corporations, 
and with the provisions of said Instructions and Rules and 
Regulations of the Commission supplemental thereto, as 
amended, in that neither the application filed by it for regis¬ 
tration of said securities on said Exchange pursuant to said 
Section 12 <b) nor any amendment thereto contains 

(1) Schedules IV. V, VI and vn pursuant to the Instruc¬ 
tions to Item 36, although required by the Rules and Regula¬ 
tions of the Conunission; 

(2) An accountant's certificate piursuant to the Instruc¬ 
tions to Item 36 and conforming to the applicable require¬ 
ments as set forth in the Instructions, the accoimtant's cer¬ 
tificate submitted certifying only to the fact that ‘'Attached 
balance sheet and statement of income and profit and loss of 
The Autoline Oil Company for the year ended December 31. 
1934 is a true copy of the statements included in a report 
dated March 7, 1935. rendered by Elmer L. Hatter, Certified 
Public Accountant, deceased, and are subject to the qualifi¬ 
cations contained in that report”; or an explicit statement 
In lieu of the omitted material, setting forth the reasons why 
the information is neither known nor available, although re¬ 
quired by the Rules and Regulations of the Commission; and 

(3) A copy of the indenture relating to the authorized 
funded debt set forth under Item 13 (a) filed as Exhibit B 

No. 222-3 


under a covering Form 8, although required by the Rules 
and Regulations of the Commission; and 

Whereas Section 13 (a) and (b) of said Securities Ex¬ 
change Act of 1934, as amended, requires that every Issuer 
of a security on a national securities exchange shall file 
such annual reports as the Commission may by rule and regu¬ 
lation prescribe; and 

Whereas said The Autoline Oil Company filed on or about 
May 1. 1936, an annual report for the year ended December 
31,1935, pursuant to Section 13 (a) and (b) of said Securities 
Exchange Act of 1934, as amended, and Rules KlAl and KA2 
promulgated by the Commission thereunder; and 

Whereas said The Autoline Oil Company has failed to 
comply with the provisions of said Section 13 (a) and (b). 
said Rules KAl and KA2 and with the provisions of said 
Form 10-K and with the provisions of the Instructions for 
said Form 10-K and the Rules and Regulations of the Com¬ 
mission supplemental thereto, as amended, in that the an¬ 
nual report filed by it for the year ended December 31. 1935 

(1) Fails to contain a profit and loss statement which 
indicates the net profit for the period, although required by 
Item 8 of said Form 10-K and the Instructions thereto and 
the Rules and Regulations of the Commission; 

(2) Pails to show, in the statement submitted as punport- 
Ing to be the profit and loss statement, an analysis of each 
surplus account, although required by Item 8 of said Form 
10-K and the Instructions thereto, and the Rules and Regu¬ 
lations of the Commission; 

(3) Fails to include Schedules IV, V, VI, vn and vni 
in support of the registrant's financial statements, although 
required by Item 8 of said Form 10-K and the Instructions 
thereto, and the Rules and Regulations of the Commission; 

(4) Pails to include an accountant's certificate to the 
financial statements, filed as part of said annual report, 
which is based upon an adequate audit and prepared in 
conformity with the requirements of the Instructions as to 
the scope of such audit and the matters to be covered in the 
certificate, although required by Item 8 of said Form 10-K 
and the Instructions thereto and the Rules and Regulations 
of the Commission; and 

(5) Fails to state the aggregate remuneration of each per¬ 
son among the officers, directors and employees of the regis¬ 
trant receiving one of the three highest aggregate amounts 
of remuneration under subdivision (a) and the aggregate 
remuneration of all directors in all of their capacities under 
subdivision (b) of Item 9, although required by said Item 9 
of said Form lO-K, and the Rules and Regulations of the 
Commission; and 

Whereas said The Autoline Oil Company has failed to 
comply with Section 13 (a) and (b) of said Securities Ex¬ 
change Act of 1934, as amended, and with Rules KAl and 
KA2 promulgated by the Commission thereunder in that as 
issuer of said Preferred Capital Stock, $10 Par Value, and 
Common Capital Stock. $10 Par Value, it has failed to file 
information and documents required by Rule KAl, adopted 
by the Commission pursuant to said Section 13 (a) and has 
failed to file its annual report for the year ended December 
31, 1936 on Form 10-K as required by Rule KA2, adopted by 
the Commission pursuant to said Section 13 (b); 

It is ordered. That pursuant to Section 19 (a) (2) of said 
Securities Exchange Act of 1934, as amended, a hearing be 
held to determine whether said The Autoline Oil Company 
has so failed to comply with said provisions of said Section 
12 (b) (1) and said Section 13 (a) and (b) and said Rules 
and Regulations promulgated by the Commission thereunder, 
or with any provision of either of said Sections, or of any 
Rule or Regulation promulgated by the Commission under 
either of said Sections, and if so, whether it is necessary or 
appropriate for the protection of Investors to suspend for 
a period not exceeding twelve months or to withdraw the 
registration of said Pi*eferred Capital Stock. $10 Par Value, 
and said Common Capital Stock, $10 Par Value, on said 
Baltimore Stock Exchange; and 

It is further ordered, 'That said 'The Autoline Oil Com¬ 
pany appear before an officer of the Commission and show 
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cause why the regristration of said Preferred Capital Stock. 
$10 Par Value, and said Common Capital Stock. $10 Par 
Value, on said Baltimore Stock Exchange, should not be sus¬ 
pended for a period not exceeding twelve months or with¬ 
drawn as provided in Section 19 (a) (2) of the Securities 
Exchange Act of 1934, as amended: and 
It is further ordered. That for the purpose of such pro¬ 
ceeding, Charles S. Moore, an oCacer of the Commission, 
be and he hereby is designated to administer oaths and af¬ 
firmations. subpoena witnesses, compel their attendance, 
take testimony and require the production of any books, 
papers, correspondence, memoranda or other records deemed 
relevant or material to the inquiry, and to perform all other 
duties in connection therewith authorized by law; and 
It is further ordered. That a public hearing for the taking 
of testimony begin on the 24th day of November at 10:00 
A. M. in Room 1103, at the ofiOce of the Securities and Ex¬ 
change Commission, 1778 Pennsylvania Avenue NW., Wash¬ 
ington, D. C., and continue thereafter at such times and 
places as said officer may determine. 

By direction of the Commission. 

[seal! Francis P. Brassor, Secretary. 

IP. R. Doc. 37-3331; Piled, November 15.1937; 12:45 p. m,] 


United States of America—Before Securities 
and Exchange Commission 

At a regular session of the Securities and Exchange Com¬ 
mission held at its office in the City of Washington, D. C., 
on the 11th day of November. A, D. 1937. 

In the Matter op United Towns Electric Co., Ltd. First 
AND ReFUNDINO MORTGAGE, 6%. SERIES “A” BONDS, DUE 
1945 

ORDER TO SHOW CAUSE AND FOR HEARING, DESIGNATING OFFICER 
AND TIME AND PLACE FOR TAKING TESTIMONY 

Whereas, United Towns Electric Company. Ltd., a corpo¬ 
ration. is the issuer of First and Refunding Mortgage, 6%, 
Series **A” Bonds, due 1945; and 
Whereas said United Towns Electric Company, Ltd., regis¬ 
tered such securities on the Baltimore Stock Exchange, a 
national securities exchange, by filing on or about August 
22. 1935. an application with the said Exchange and with 
the CommlssicMi pursuant to Section 12 (b) of the Securities 
Exchange Act of 1934, as amended, and pursuant to Rule 
JBl, as amended, and Rule JB3, as amended, promulgated 
by the Commission thereunder; and 
Whereas said Rule JBl, as amended, at the time said 
application was filed and at all subsequent times did and 
does require such application to be filed on Form 10 for 
Corporations; and 

Whereas in accordance with the provisions of Form 10 
for Corporations, and the Instructions and Rules and Regru- 
lations of the Ccmimission supplemental thereto, as amended, 
as to the use of said Form 10 for Corporations, in effect both 
at the time said application was filed and at all subsequent 
times, Item 18 (g) of said form did and does require a brief 
outline of the principal provisions permitting any substitu¬ 
tion, stating whether or not any notice is required in connec¬ 
tion with any such substitution, of any property securing 
an issue of funded debt set forth under Item 13 (a) which 
Is to be registered; and Item 36 of said form did and does 
require that Schedules numbered I to IX, Inclusive, in the 
form and manner prescribed by the Instruction Book for 
Form 10 for Corporaticms be furnished where applicable and 
reference thereto made on the face of the balance sheet and 
profit and loss statement in appropriate places; and fur¬ 
ther, Item 36 of said form did and does require the registrant 
to submit financial statements certified in accordance with 
and in the manner prescribed by the Instruction Book for 
Form 10 for Corporations; and Rule JB3. as amended, did 
and does require that every amendment to an application j 


for registration pursuant to ftule JBl shall be filed with the 
exchange and with the Commission on Form 8 and shall 
conform to the requirements governing the original applica¬ 
tion with respect to the number of copies filed and similar 
matters; and 

Whereas said United Towns Electric Company, Ltd., has 
failed to comply with the provisions of said Section 12 (b) of 
said Securities Exchange Act, as amended, with the provi¬ 
sions of said Rule JBl, as amended, said Rule JB3, as 
amended, with the provisions of said Form 10 for Corpora¬ 
tions, and with the provisions of said Instructions and Rules 
and Regulations of the Commission supplemental thereto, as 
amended, in that material purporting to be Amendments No. 
2 and 3 to the application for registration of said securities 
was not filed under covering Form 8, as required by Rule JB3, 
and in that material purporting to be said Amendment No. 2 
was not filed in triplicate, as required by Rule JB3, and in 
that the application filed by it for registration of said secu¬ 
rities on said Exchange pursuant to said Section 12 (b) does 
not contain the following: 

(1) A statement under Item 18 (g) as to whether or not 
any notice to the trustee is required in connection with the 
substitution of any property securing the bonds, although 
required by the Instructions and Rules and Regulations 
thereunder; 

(2) Schedules I to IX, inclusive, required pursuant to the 
Instructions to Item 36 furnished in support of the financial 
statements, although required by the Rules and Regulationj; 
of the Commission; and 

<3) Accountants' certificates meeting the requirements set 
forth in the Instructions for said form, in that the account¬ 
ants do not state their opinions as to the profit and loss 
statements or as to the accounting principles and procedures 
foUowed by the registrant; and 

Whereas Section 13 (a) and (b) of said Securities Ex¬ 
change Act of 1934, as amended, requires that every issuer 
of a security on a national securities exchange file such 
annual reports as the Commission may by rule and regula¬ 
tion prescribe; and 

Whereas said United Towns Electric Company, Ltd., filed 
on or about September 10, 1936, an annual report for the 
fiscal year ended December 31. 1935, pursuant to Section 
13 (a) and (b) of said Securities Exchange Act, as amended, 
and Rules KAl and KA2 promulgated by the Ccmimission 
thereunder; and 

Whereas said United Towns Electric Company, Ltd., has 
failed to comply with the provisions of said Section 13 (a) 
and (b), said Rules KAl and KA2 and with the provisions of 
said Form lO-K, and with the provisions of the Instruction.s 
for said Form lO-K, and the said Rules and Regulations of 
the Commission supplemental thereto, as amended, in that 
the annual report filed by it for the year ended December 31, 
1935, 

(1) PViils to include a statement as to the registrant's 
securities other than equity securities, owned by each director 
and each officer of the registrant, covering both the securities 
owned of record and those owned beneficially, as of the 
registrant's fiscal year, although required by Item 4 of said 
Form IQ-K and the Instructions thereto, and the Rules and 
Regulations of the Commission; and 

(2) Falls to include Schedules I to XT. inclusive, in sup¬ 
port of the financial statements of the registrant end its 
subsidiaries, although required by Item 8 of said Form 10-K 
and the Instructions thereto, and the Rules and Regulations 
of the Commission; and 

(3) Pails to Include accountants* certificates in connection 
with the financial statements of the registrant and its sub¬ 
sidiaries, which contain a statement of the accountant's 
opinion with respect to the accounting principles and pro¬ 
cedures followed by the registrant and its subsidiaries, and 
which cover the profit and loss statements furnished for 
each of the companies, although required by Item 8 of said 
Form 16-K and the Instructions thereto, and the Rules and 

I Regulations of the Commission; and 
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Whereas said United Towns Electric Company, Ltd., has 
failed to comply with Section 13 (a) and (b) of said Securi¬ 
ties Exchange Act, as amended, and with Rules KAl and 
KA2 promulgated by the Commission thereunder, in that 
as issuer of said First and Refunding Mortgage, 6%, Series 
**A” Bonds, due 1945, it has failed to file the information 
and documents required by Rule KAl adopted by tlie Com¬ 
mission pursuant to said Section 13 (a) and has failed to file 
its annual report for the year ended December 31, 1936, on 
Form IQ-K, as required by Rule KA2, adopted by the Com¬ 
mission pursuant to said Section 13 (b); 

It is ordered. That pursuant to Section 19 (a) (2) of the 
Securities Exchange Act of 1934, as amended, a hearing be 
held to determine whether said United Towns Electric Com¬ 
pany, Ltd., has so failed to comply with said provisions of 
said Section 12 (b) (1) and said Section 13 (a) and (b) 
and said Rules and Regulations promulgated by the Com¬ 
mission thereunder, or with any provision of either of said 
Sections, or of any Rule or Regulation promulgated by the 
Commission under either of said Sections; and if so, whether 
It is necessary or appropriate for the protection of investors 
to suspend for a period not exceeding twelve months or to 
withdraw the registration of said First and Refunding Mort¬ 
gage, 6%. Series “A” Bonds, due 1945, on said Baltimore 
Stock Exchange; and 


It is further ordered. That said United Towns Electric 
Company, Ltd. appear before an oflBcer of the Commission 
and show cause why the registration of said First and Re¬ 
funding Mortgage, 6%. Series '‘A” Bonds, due 1945, on said 
Baltimore Stock Exchange should not be suspended for a 
period not exceeding twelve months or withdrawn, as pro¬ 
vided in Section 19 (a) (2) of the Securities Exchange Act 
of 1934, as amended; and 

It is further ordered. That for the purpose of such pro¬ 
ceeding, Robert P. Reeder, an oflQcer of the Commission, be 
and he hereby is designated to administer oaths and affirma¬ 
tions. subpoena witnesses, compel their attendance, take 
testimony and require the production of any books, papers, 
correspondence, memoranda or other records deemed rele¬ 
vant or material to the Inquiry, and to perform all other 
duties in connection therewith authorized by law; and 

It is further ordered. That a public hearing for the taking 
of testimony begin on the 30th day of November, 1937, at 
10:00 A. M. in Room 1103 at the office of the Securities and 
Exchange Commission, 1778 Pennsylvania Avenue NW., 
Washington, D. C. and continue thereafter at such times 
and places as said officer may determine. 

By direction of the Commission. 

tSEAL] Francis P. Brassor, Secretary. 

IP.B.Doc. 37-3332; PUed, November 15,1937; 12:45 p. m-l 






















